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THE  FUTURE  OF  THE  DEPARTMENT  OF 
COMMERCE 


FRIDAY,  AUGUST  4,  1995 

House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:32  a.m.  in  room  2172, 
Rayburn  House  Office  Building,  the  Hon.  Benjamin  Oilman  (chair- 
man) presiding. 

Chairman  Oilman.  The  committee  will  come  to  order.  Members, 
please  take  their  seats.  Our  visitors,  please  take  their  seats.  I  take 
great  pleasure  in  opening  our  hearing  on  the  future  of  the  Com- 
merce Department,  welcoming  our  distinguished  congressional 
panel,  which  will  include  Congressman  Don  ManzuUo  of  the  16th 
District  of  Illinois,  a  key  member  of  our  committee.  Congressman 
John  Mica  of  the  Seventh  District  of  Florida,  author  of  the  Trade 
Reorganization  Act  of  1995,  and  an  acknowledged  expert  in  the 
area  of  trade  policy.  Congressman  Dick  Chrysler  of  the  Eighth  Dis- 
trict of  Michigan  and  author  of  the  Department  of  Commerce  Dis- 
mantling Act.  And  the  distinguished  chairman  of  our  international 
trade — economic  policy  and  trade  subcommittee,  Toby  Roth  of  the 
Eighth  District  of  Wisconsin,  a  key  figure  in  the  trade  policy  de- 
bate. 

I  would  also  like  to  mention  other  members  of  our  committee 
who  continue  to  exert  a  leading  role  in  the  discussion  about  the  fu- 
ture of  the  Commerce  Department,  and  they  include  Congressman 
Bereuter  of  Nebraska's  first  district,  distinguished  chairman  of  our 
Asian  and  Pacific  affairs  subcommittee  and  Sam  Brownback,  of  the 
Second  District  of  Kansas,  who  has  played  a  key  role  in  the  area 
as  a  member  of  our  budget  committee.  We  are  also  fortunate  to 
have  before  us  a  very  distinguished  panel  of  witnesses  from  the  pri- 
vate sector,  who  will  be  representing  a  broad  cross-section  of  Amer- 
ican companies. 

Commerce  Department  Secretary  Ron  Brown  and  U.S.  Trade 
Representative  Mickey  Kantor  have  also  agreed  to  join  us  today  to 
discuss  the  administration's  views  on  the  legislative  proposals 
pending  before  Congress  in  the  area  of  trade  promotion  and  export 
control. 

As  I  am  certain  my  colleagues  are  aware,  the  fiscal  year  1996 
budget  conference  agreement  makes  it  clear  that  the  elimination  of 
the  Commerce  Department  has  been  made  a  high  priority.  While 
the  offices  and  functions  of  the  Department  of  Commerce  that  are 
under  our  committee's  jurisdiction  constitute  only  a  very  small  part 

(1) 


of  its  overall  budget,  they  are  of  critical  importance  to  the  Depart- 
ment's overall  mission. 

When  the  Congress  returns  from  its  August  recess,  our  commit- 
tee will  be  considering  legislation  fulfilling  our  role  in  the  effort  to 
streamline  government.  At  the  same  time,  we  will  make  certain 
that  critical  functions  performed  by  the  Commerce  Department  will 
be  fulfilled  by  other  offices  or  agencies  of  the  Federal  Government. 

Just  as  H.R.  1561,  the  American  Overseas  Interests  Act,  stream- 
lined the  operations  of  our  foreign  affairs  agencies  and  programs, 
the  trade  reform  proposals  before  us  today  also  provide  a  similar 
opportunity  to  downsize  another  Federal  department  in  order  to 
save  taxpayer  dollars. 

As  was  the  case  with  the  passage  of  our  foreign  affairs  reorga- 
nization measure  this  past  June,  a  Commerce  Department  reorga- 
nization proposal  can  serve  as  a  down  payment  on  billions  of  dol- 
lars of  savings  realized  over  5 — over  the  next  5  years.  Moreover,  it 
will  help  foster  continued  U.S.  export  growth. 

I  would  also  like  to  note  that  several  days  ago,  former  Secretary 
of  Commerce,  William  Verity,  joined  a  list  of  former  officials  who 
have  concluded  that  the  Department  of  Commerce  is  too  big  and 
should  be  reformed.  As  I  understand  his  position,  he  has  concluded 
that  the  Department  should  be  replaced  by  a  Cabinet-level  agency 
focused  on  international  trade  issues. 

I  would  note  that  the  legislation  introduced  by  our  distinguished 
witness  this  morning,  Congressman  Mica,  would  largely  accomplish 
that  objective.  I  would  urge  our  colleagues  to  closely  study  this  bill, 
and  any  other  legislative  vehicles  that  can  accomplish  our  efforts 
to  try  to  streamline  our  Grovernment  and  improve  its  efficiency. 

I  would  ask  our  panelists  if  they  would  be  kind  enough  to  sum- 
marize their  statements,  and  we  will  be  certain  to  submit  their  full 
statements  in  the  record.  We  look  forward  to  hearing  your  remarks. 

I  am  reminded  that  the  floor  has  indicated  there  will  be  a  series 
of  votes  starting  at  11:00,  so  I  would  urge  you  to  be  as  brief  as  pos- 
sible. Why  don't  we  start  with  our  distinguished  subcommittee 
chairman,  Mr.  Roth? 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  I  am  sorry.  I  am  going  to  ask  if  our  ranking 
minority  member,  Lee  Hamilton,  has  any  opening  statements.  I 
think  we  will  limit  it  to  that,  since  we  have  a  time  limitation.  Any 
opening  statement  may  be  submitted,  though,  for  the  record.  Mr. 
Hamilton. 

Mr.  Hamilton.  Mr.  Chairman,  thank  you  very  much  for  having 
the  hearing.  We  welcome  our  distinguished  colleagues  before  us 
this  morning  and  look  forward  to  their  testimony.  Thank  you  very 
much. 

Chairman  GiLMAN.  With  regard  to  any  opening  remarks,  if  the 
members  wish  to  place  them  in  the  record,  there  will  be  no  problem 
about  submitting  them  at  this  time.  Mr.  Roth. 

Mr.  ROTH.  Thank  you,  Mr.  Chairman. 

Mr.  Hamilton.  May  I  yield 

Chairman  GiLMAN.  Mr.  Roth,  if  you  would- 


Mr.  Hamilton.  May  I  yield  for  a  moment  to  Mr.  Gejdenson? 
Mr.  Gejdenson.  Mr.  Chairman,  I  will  be  brief  and  place  my  en- 
tire statement  in  the  record,  but  I  believe  that  the  discussion  that 


we  are  entering  in  is  as  serious  as  any  issue  that  affects  the  na- 
tional security  of  this  country.  Since  January  1993,  Secretary 
Brown  and  the  Commerce  Department  have  made  a  difference  by 
creating  300,000  new  American  jobs  with  exports  alone.  The  U.S. 
Trade  Representative  has  been  skillful  and  able  to  respond  quickly 
in  a  number  of  areas,  particularly  with  the  tremendous  progress  he 
has  made  in  the  auto  talks. 

It  seems  to  me  at  a  time  when,  if  you  go  to  the  national  security 
agencies  of  this  country,  and  take  a  look  at  what  the  Japanese,  the 
French,  the  Germans,  and  most  of  our  other  economic  competitors 
are  doing,  that  to  propose  to  eliminate  an  agency  and  redistribute 
its  assets  will  only  cripple  America's  ability  to  compete  with  coun- 
tries that  are  tightly  focused  on  taking  advantage  of  every  eco- 
nomic opportunity  in  the  world. 

This  may  meet  someone's  ideological  view  of  reducing  govern- 
ment, but  it  seems  to  me  what  we  are  offered  here  today  is  moving 
around  parts  of  government  without  any  cost  saving.  If  there  are 
parts  of  the  Commerce  Department  that  provide  services  that  you 
think  are  no  longer  needed,  then  get  rid  of  those  parts. 

But  what  we  have  here  is  a  team  that  has  been  assessed  by  in- 
dustry as  one  of  the  most  successful  and  able  teams  this  country 
has  ever  had.  Secretary  Brown  is  universally  recognized  in  indus- 
try for  helping  American  industry  gain  access  to  foreign  markets. 

Chairman  Oilman.  If  I  might  interrupt  the  gentleman,  we  have 
20  minutes  left  before  a  vote  on  the 

Mr.  Gejdenson.  Yes,  Mr.  Chairman. 

Chairman  GiLMAN  [continuing].  A  series  of  votes  on  the  floor, 
and  we  do  not  want  to  delay  the  panelists. 

Mr.  Gejdenson.  I  am  just  going  to  be  another  moment,  Mr. 
Chairman.  I  think  this  is  a  terribly  important  issue. 

And  there  may  be  people  who  ideologically  think  it  makes  sense 
to  give  up  our  fight  at  time  when  we  have  finally  begun  to  make 
some  progress.  I  think  this  endangers  American  national  security. 
I  believe  this  proposal  is  reckless  with  the  economic  future  of  this 
country.  If  you  want  to  rename  it,  if  you  want  to  shovel  it  around, 
well,  maybe  there  are  some  things  you  can  do  within  it. 

But  I  think  it  is  terribly  dangerous,  when  you  look  at  what  the 
Japanese  are  doing — and  I  would  hope  every  member  that  is  here 
today  would  go  look  at  what  is  at  NSA  about  the  Japanese  war 
game  against  our  economy.  And  to  simply  talk  about  just  getting 
rid  of  departments  here  because  it  may  make  good  press,  I  think 
is  inviting  disaster  for  America's  economy. 

[The  statement  of  Mr.  Gejdenson  appears  in  the  appendix.] 

STATEMENT  OF  THE  HONORABLE  TOBY  ROTH,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  WISCONSIN 

Mr.  Roth.  Thank  you,  Mr.  Chairman  and  colleagues.  I  ask  that 
my  entire  statement  be  entered  into  the  record  and  I  will  abbre- 
viate my  remarks. 

Chairman  GiLMAN.  Without  objection. 

Mr.  Roth.  My  ideas  on  trade  reform  really  have  come  from  the 
instruction  by  people  like  you.  Chairman  Gilman,  like  ranking 
member  Hamilton,  Mr.  Bereuter,  Mr.  Burton,  and  especially  Mr. 


Sam  Grejdenson,  whom  I  have  worked  with  for  so  many  years  in 
this  area  of  trade. 

It  is  clear  as  a  bell  that  both  the  House  and  the  Senate  will  act 
in  the  next  several  months  on  legislation  to  dismantle  the  Com- 
merce Department.  That  is  just  a  fact  of  life.  Working  on  that  as- 
sumption, it  seems  to  me  that  our  focus  must  be  on  the  future  of 
our  trade-related  programs.  Our  goal  must  be  to  keep  the  programs 
that  work,  to  streamline  the  bureaucracy  and  to  bring  forth  legisla- 
tion that  will  strengthen  our  trade  posture. 

As  the  next  step,  my  subcommittee  on  international  economic 
policy  and  trade  will  meet  on  September  6  to  examine  the  various 
proposals  for  trade  reorganization  and  how  they  will  affect  pro- 
grams under  our  jurisdiction.  Working  with  you,  Chairman  Gil- 
man,  we  are  going  to  prepare  for  these  deliberations  and  we  will 
submit  our  recommendations  to  you.  My  intention  is  to  amend  and 
refine  the  Chrysler  bill  so  that  it  strengthens  our  trade  programs. 
I  encourage  all  members  of  the  committee  to  participate  in  our 
hearings  and  the  subsequent  legislative  action. 

In  this  committee,  we  spend  a  good  deal  of  time  on  diplomatic 
and  security  issues.  However,  my  view  is  that  U.S.  national  secu- 
rity is  even  more  dependent  on  our  trade  and  global  economic  rela- 
tions. Economic  strength  is  replacing  military  might  as  a  key  to 
global  leadership. 

In  trade,  the  United  States  is  strong,  but  we  face  very  serious 
challenges.  The  Chairman  and  members  of  the  committee  know 
that  last  year  we  exported  $502  billion  in  goods,  another  $198  bil- 
lion in  services.  That  is  10  percent  of  our  gross  domestic  product. 
Today,  exports  account  for  10  million  jobs  in  America;  and  that  fig- 
ure is  almost  a  third  higher  than  it  was  just  three  years  ago.  So 
nearly  four  million  jobs  have  been  created  in  the  last  three  years 
because  of  exports.  What  is  more,  export  related  jobs  pay  20  per- 
cent more  on  the  average. 

Now  last  year,  we  faced  a  $166  billion  merchandise  trade  deficit. 
This  was  the  largest  in  history.  This  year,  projections  are  that  we 
are  going  to  have  a  merchandise  trade  deficit  of  almost  $200  bil- 
lion. We  cannot  live  with  trade  deficits  like  that.  And  that  is  why 
I  think  our  focus  on  trade  is  so  very  important. 

The  reality  is  that  every  major  exporting  nation  is  engaged  in 
massive  efforts  to  promote  their  exports.  Every  nation  wants  to 
capture  more  markets  overseas.  Whether  it  is  Japan,  Korea,  Ger- 
many, France,  other  major  exporting  nations  are  all  searching  for 
markets.  They  are  going  around  the  world  with  the  verve  of  a  door- 
to-door  salesman,  and  we  must  be  aggressive  as  well.  And  that  is 
why  I  think  that  as  we  consider  the  Chrysler  legislation,  it  is  ex- 
tremely important  that  we  also  consider  the  Mica  bill,  which  I  have 
co-sponsored,  and  so  has  the  chairman  of  this  committee  and  other 
Congressmen  that  are  with  us.  We  must  move  forward  with  legisla- 
tion that  our  colleagues  can  support  in  strengthening  our  trade  ini- 
tiatives that  we  so  desperately  need. 

Thank  you,  Mr.  Chairman. 

[The  statement  of  Mr.  Roth  appears  in  the  appendix.] 

Chairman  Gilman.  Thank  you,  Mr.  Roth. 

Mr.  Mica. 


STATEMENT    OF   THE    HONORABLE   JOHN   L.    MICA,   A   REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Mica.  Thank  you,  Mr.  Chairman.  I  have  a  statement  I  would 
like  submitted  for  the  record,  a  complete  statement  and  I  will  sum- 
marize. 

Chairman  GiLMAN.  Without  objection. 

Mr.  Mica.  Thank  you.  I  have  had  an  opportunity  in  the  private 
sector  to  witness  first-hand  what  our  trade  efforts  are  both  domes- 
tically and  abroad.  And  I  think  I  come  to  this  with  a  pretty  good 
perspective. 

Let  me  say  as  we  dismantle  the  Department  of  Commerce  it  is 
absolutely  critical  that  we  create  a  streamlined  coordinated  and  ef- 
fective Office  of  Trade.  What  I  proposed  is  taking  all  of  the  current 
Department  of  Commerce  trade  fiinctions  and  combining  them  in 
a  coordinated  fashion  with  the  USTR,  which  can  still  work  inde- 
pendently, which  still  maintains  Cabinet  status,  and  we  still  also 
maintain  ambassadorial  status. 

This  is  similar  in  configuration  to  every  major  trading  competitor 
in  the  world.  It  establishes  also  a  foundation  for  a  very  good  public/ 
private  partnership.  We  have  the  potential  for  the  first  time  with 
this  arrangement  for  business  and  government  to  work  together  as 
a  team  and  support  business  and  industry  activity,  just  as  we  have 
seen  with  Japan. 

Ladies  and  gentlemen,  the  status  quo  is  absolutely  unacceptable. 
By  every  single  measure,  the  United  States  is  ill-equipped, 
outgunned,  and  at  best  disorganized,  in  our  approach  to  trade  pro- 
motion, trade  assistance  and  trade  financing. 

We  must  get  our  trade  act  together  and  we  must  do  it  soon.  This 
is  the  opportunity.  We  have  19  Federal  agencies  all  over  the  trade 
ballpark.  We  are  losing  the  international  trade  war  without  even 
firing  a  shot.  In  May,  our  trade  deficit  mushroomed  to  a  staggering 
$11.4  billion.  At  that  rate,  we  will  have  incurred  the  most  incred- 
ible trade  deficit  in  the  history  of  our  Nation.  If  this  is  success, 
somebody  has  got  a  sad  measure. 

We  have  lost  nearly  every  trade  advantage  and  surplus  in  nearly 
every  business  and  service  activity.  The  largest  expansion  in  jobs 
in  the  past  2  years,  in  fact,  has  been  in  low-paying  service  industry 
and  part-time  jobs.  Just  ask  any  parent  about  their  concern  for 
their  children's  future  and  their  children's  potential  for  good-paying 
jobs  and  opportunities.  And  you  heard  Mr.  Roth  say  what  trade 
and  export  can  do  to  enhance  our  ability  to  create  these  jobs. 

Our  major  export  has  become  jobs,  business  and  manufacturing 
opportunities.  The  Department  of  Commerce  has  really  become  a 
misnomer.  Just  take  a  few  minutes  and  think  about  it.  Most  people 
believe  promoting  trade  and  business  occupies  95  percent  of  the 
Department  of  Commerce  budget  and  personnel.  In  fact,  if  you  look 
at — I  do  not  know  if  we  have  the  statistics  on  this,  but  it  is  4  per- 
cent. That  means  4  percent  is  devoted  to  business  and  trade  pro- 
motion and  about  3,000  of  30,000  some  employees. 

We  must  review  the  role  of  our  State  Department  in  the  21st 
century.  In  addition  to  diplomacy,  trade  and  business  promotion 
must  also  be  top  priorities.  Currently,  the  Foreign  Commercial 
Service  Office  is  a  stepchild  of  most  embassies.  We  have  850  For- 
eign Commercial  Service  officers  in  all  of  our  embassies  and  con- 


sulates  around  the  world  and  over  2,000  economic  officers,  in  many 
duplicative  roles  of  other  agencies. 

Our  AID  or  giveaway  programs  are  often  better  staffed  than  our 
embassies,  and  almost  always  vastly  outnumber  our  Foreign  Com- 
mercial Service  operations.  For  example,  in  Slovakia,  an  emerging 
former  Eastern  bloc  nation,  a  part-time  foreign  commercial  service 
officer  journeys  periodically  from  Vienna.  Now  in  that  area,  and  I 
visited — took  a  trade  mission  there  last  year,  AID  is  in  the  foreign 
commercial  service  business,  opening  foreign  commercial  service 
operations,  American  business  centers,  in  an  uncoordinated  fashion 
with  foreign  commercial  service  operations. 

I  urge  the  committee  to  carefully  review  the  trade  activities  of 
our  embassies,  consulates,  and  AID  programs.  Language  that  I 
have  included  in  the  foreign  ops — operations  bill,  is  also  in  the  Sen- 
ate bill,  requires  a  thorough  review  of  all  of  these  activities  under 
the  Department  of  State  in  a  180  day  timeframe. 

Finally,  I  urge  you  to  also  look  at  bringing  Eximbank  and  financ- 
ing into  the  new  trade  office  so  that  finance,  so  vital  to  business, 
can  become  a  better-coordinated  function  within  a  new  super  office 
of  trade. 

Last  year — and  I  will  say,  I  think  I  am  one  of  the  few  members 
of  Congress — we  have  it  here.  I  wrote  to  every  embassy  and  con- 
sulate around  the  world,  and  we  conducted  a  survey  of  what  is 
going  on.  And  I  can  tell  you  it  is — in  some  cases  it  is  almost  noth- 
ing. Other  cases,  we  do  have  a  good  activity.  But  it  needs  to  be  bet- 
ter coordinated  and  we  need  to  get  our  trade  act  together.  And  I 
think  my  legislation  is  a  good  first  step  in  that  direction. 

Thank  you. 

[The  prepared  statement  of  Mr.  Mica  appears  in  the  appendix.] 

Chairman  GiLMAN.  Thank  you,  Mr.  Mica. 

Mr.  Chrysler. 

STATEMENT  OF  THE  HONORABLE  DICK  CHRYSLER,  A  REP- 
RESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  MICHI- 
GAN 

Mr.  Chrysler.  Well,  thank  you,  Mr.  Chairman,  for  the  oppor- 
tunity to  discuss  the  dismantling  of  the  Department  of  Commerce. 
H.R.  1756  was  the  dedicated  effort  of  a  number  of  members,  includ- 
ing my  colleagues  Mark  Newmann,  Sue  Kelly,  Helen  Chenoweth, 
Mark  Sanford,  Jack  Metcalf,  Wes  Cooley,  Ed  Bryant,  Jim  Talent 
and  Sam  Brownback. 

It  is  a  well-thought-out  plan,  very  thorough.  We  asked  basically 
two  questions:  Should  the  government  be  in  this  business,  number 
one,  in  each  one  of  these  programs  that  we  looked  at  and  exam- 
ined. And  number  two,  is  this  a  program  that  our  children  should 
have  to  pay  for? 

We  looked  at  items  in  those  100  programs  that  we  could  consoli- 
date because  they  were  duplicated  someplace  else  in  the  Federal 
Government.  We  wanted  to  privatize  the  programs  that  could  best 
be  done  by  the  private  sector,  and  we  wanted  to  eliminate  the  un- 
necessary programs  and  streamline  the  programs  that  needed  to  be 
kept.  We  wanted  to  create  a  more  effective  and  efficient  Federal 
Government. 


Combined  with  the  proposals  from  my  colleague,  John  Mica,  and 
other  task  force  members,  including  Chairman  Ben  Oilman,  Hal 
Rogers,  Bill  dinger,  Toby  Roth,  Don  Manzullo,  Rob  Portman  and 
others  to  establish  a  U.S.  Office  of  Trade,  and  with  the  support  of 
the  Speaker,  the  leadership,  70  cosponsors,  concurrence  of  the  Sen- 
ate, I  am  confident  that  we  are  well  on  our  way  to  a  more  effective 
and  less  costly  approach  to  trade  policy  and  trade  promotions. 

Also,  we  want  to  make  Oovemment  more  user-friendly.  We  are 
not  disarming  the  Department  of  Commerce  or  the  Department  of 
Trade.  We  are  rethinking,  retooling,  consolidating  and  learning 
from  the  successes  of  our  trading  partners. 

Todays  Department  of  Commerce  is  truly  the  government's  attic, 
composed  of  more  than  100  unrelated  programs  of  which  all  but 
three  are  duplicated  by  other  government  agencies  or  the  private 
sector.  Seventy-one  of  those  are  duplicated  by  other  government 
agencies. 

The  Department,  as  it  currently  stands,  is  more  inward  looking 
and  self-serving  than  geared  toward  serving  the  customer  and/or 
the  American  taxpayers.  If  the  Department  of  Commerce  were 
truly  the  voice  for  business,  as  it  would  lead  you  to  believe,  then 
it  would  be,  and  the  Secretary  would  be,  in  support  of  cutting  the 
capital  gains  tax,  enacting  regulatory  reform  and  tort  reform  and 
most  importantly,  balancing  the  Federal  budget.  And  in  fact,  they 
are  diametrically  opposed  to  all  of  those. 

Currently  there  are  19  different  government  agencies  that  deal 
with  trade.  And  we,  by  creating  the  Office  of  Trade  at  a  Cabinet 
level  status  with  a  negotiating  arm,  an  export  arm,  and  an  import 
arm,  can  put  our  Government,  for  the  first  time,  in  a  position 
where  we  can  compete  with  any  country  in  the  world. 

And  in  fact,  Canada,  Japan,  France  and  England  all  have  unified 
trade  agencies.  That  is  what  we  are  trying  to  do  here,  is  get  this 
trade  agency  under  one  roof  and  get  all  the  arms  working  together, 
knowing  what  the  right  hand  and  the  left  hand  are  doing. 

We  would  like  to  utilize  some  existing  government  resources,  as 
Mr.  Mica  has  pointed  out,  the  embassies  and  some  information  that 
the  CIA  has  the  best  sources  on.  And  when  you  figure  that  the  De- 
partment of  Commerce  only  spends  4  percent  of  its  budget  on  trade 
and  the  Commerce  Department  is  not  even  the  lead  Trade  agency, 
do  our  trading  partners  think  we  are  really  serious  about  trade, 
when  a  $4  billion  agency  spends  less  than  4  percent? 

We  will  be  able  to  compete  against  anyone  in  the  future,  once  we 
have  established  the  Office  of  Trade  and  dismantled  the  Depart- 
ment of  Commerce.  I  have  done  business  in  52  countries,  and  I  am 
here  to  personally  tell  you  that  we  can  do  better.  Government 
should  not  be  in  the  business  of  picking  winners  and  losers,  and 
we  should  not  be,  in  this  Congress,  protecting  the  status  quo. 

We  do  need  less  government  and  lower  taxes.  We  do  need  to  let 
people  keep  more  of  what  they  earn  and  save.  And  I  think  that  is 
what  the  November  8  election  was  all  about:  rethinking  the  way 
we  are  doing  business  in  this  Congress.  And  I  think  John  Mica's 
bill  does  an  excellent  job  doing  that.  Thank  you. 

[The  prepared  statement  of  Mr.  Chrysler  appears  in  the  appen- 
dix.] 


Chairman  GiLMAN.  Thank  you,  Mr.  Chrysler.  Mr.  Manzullo, 
member  of  our  International  Relations  Committee. 

STATEMENT  OF  THE  HONORABLE  DONALD  A.  MANZULLO,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  ILLI- 
NOIS 

Mr.  Manzullo.  Thank  you  very  much,  Mr.  Chairman.  I  am  the 
small  business  subcommittee  chairman  on  the  Subcommittee  on 
Trade.  We  have  had  four  subcommittee  hearings  dealing  with  the 
19  different  government  agencies  involved  in  trade  promotion, 
which  has  a  budget  of  somewhere  around  $3  billion  each  year. 

I  asked  Lori,  Ms.  Lori  Fitz-Pegado  of  the  U.S.  Foreign  and  Com- 
mercial Service  of  the  Department  of  Commerce,  to  draw  me  a 
chart  that  my  11-year-old  could  understand  to  show  the  different 
organizations,  agencies,  et  cetera,  that  are  involved  in  trade  pro- 
motion. And  Lori  did  a  tremendous  job.  She  is  a  very,  very  hard- 
working person.  Did  the  best  she  could  under  the  circumstances. 
And  this  is  the  second  draft  of  what  we  have. 

Now  if  you  can  understand  that  bull's  eye  approach  to  trade  pro- 
motion programs  in  this  country,  then  good  luck.  For  example,  you 
have  the  Small  Business  Administration  in  there  with  the  Office  of 
Trade  as  one  corner.  And  everybody  seems  to  be  overlapping  into 
somebody's  jurisdiction.  You  can  study  that,  and  I  would  like  to 
have  my  statement  made  part  of  the  record. 

But  let  me  state  this  in  terms  of  a  government  role  in  trade. 
Many  foreign  countries  will  only  do  business  on  a  govemment-to- 
govemment  basis.  They  recognize  that  there  is  some  magic,  there 
is  some  mystique  about  having  "somebody  from  the  Government  of 
the  United  States"  involved  in  trade  promotion. 

And  one  of  the  tiny  agencies  that  we  studied  is  the  TDA,  the 
Trade  Development  Agency,  that  has  a  budget,  I  believe,  of  about 
$50  million.  And  it  has  35  employees.  And  what  this  tiny  agency 
does  is  that  it  is  invited  by  foreign  countries  to  go  and  examine  the 
need  for  infrastructure,  for  example.  And  it  just  so  happens  that 
the  blueprints  and  the  specifications  that  are  drawn  by  the  employ- 
ees of  TDA  and  by  the  contractors  of  TDA  just  happen  to  fit  only 
American  specifications. 

It  is  a  very  unique  way  that  America  can  get  its  foot  in  the  door 
in  terms  of  being  "part  of  an  official"  demonstration  in  a  foreign 
country.  And  I  share  the  concern  of  Mr.  Chrysler  and  the  rest  of 
the  members  of  this  panel.  But  I  think  that  we  have  to  understand 
that  as  long  as  foreign  countries  are  asking  the  official  resources 
of  the  U.S.  Grovernment  to  become  involved,  that  there  is  a  need, 
there  is  a  tremendous  need  for  us  to  do  it,  especially  in  light  of 
NAFTA  and,  of  course,  the  Uruguayan  Rounds  that  have  been 
adopted  in  terms  of  subsidies. 

We  have  to  take  a  look  at  this  $3  billion  pot  and  say,  should  $1 
billion,  for  example,  go  to  the  export  enhancement  program,  which 
benefits  mainly  three  large  agri-businesses.  And  in  fact,  should 
one-half  of  all  the  promotions  go  for  agriculture,  when  it  makes  up 
a  substantially  smaller  amount  of  exports. 

In  conclusion,  Mr.  Chairman,  we  are  working  with  Mr.  Chrysler, 
with  Mr.  Mica,  with  Mr.  Roth,  in  trying  to  come  up  with  some  type 
of  an  easily  understandable  framework,  so  that  small  businesses 


can  access  exports,  so  that  the  U.S.  Government  can  play  the  role 
necessary,  expected  of  its  foreign  partners,  and  so  that  the  United 
States,  perhaps,  can  be  in  the  business  of  lending  assistance  to 
American  manufacturing  and  service  firm's,  but  do  it  in  the  most 
efficient  way  possible. 

I  thank  you  for  the  opportunity  to  come  and  testify. 

[The  statement  of  Mr.  Manzullo  appears  in  the  appendix.! 

Chairman  GiLMAN.  Thank  you,  Mr.  Manzullo.  I  want  to  thank  all 
four  of  our  panelists  for  the  time  and  effort  that  they  have  attrib- 
uted to  this  major  reform  proposal.  Your  thinking  has  certainly 
stimulated  the  thinking  of  all  of  our  colleagues,  I  am  certain. 

We  do  have  a  short  time  frame  in  which  to  act  on  this,  by  mid- 
September  according  to  the  leadership.  So  it  is  very  important  that 
we  have  the  benefit  of  the  work  you  have  done,  and  we  thank  you 
for  that. 

I  have  several  questions  and  I  am  sure  my  colleagues  do. 

I  address  this  to  the  entire  panel,  anyone  who  wishes  to  respond. 
Can  you  describe  for  us  the  principal  reasons  for  abolishing  the 
Commerce  Department?  Is  the  main  purpose  to  save  taxpayer  dol- 
lars? And  what  are  the  current  estimates  of  those  savings  over  a 
5-  or  10-year  period?  And  why  do  you  think  Commerce  Department 
was  selected  to  be  a  target  of  elimination? 

Mr.  Chrysler.  The  savings  dismantling  the  Department  of  Com- 
merce  

Chairman  Gilman.  Mr.  Chrysler. 

Mr.  Chrysler.  Yes.  Will  be  about  $7.7  billion  over  5  years.  As 
for  the  Department  of  Commerce — there  were  a  number  of  agencies 
that  were  discussed.  There  are  a  number  of  bills  being  proposed. 
The  Department  of  Commerce  was  selected  in  the  budget  resolu- 
tions in  both  the  House  and  the  Senate  to  be  dismantled. 

We  are  looking  at  an  effort  to  downsize  government  as  we  move 
into  the  21st  century  and  find  a  way  to  streamline  government. 
This  has  never  been  done  before  in  the  history  of  this  government: 
dismantle  a  complete  Cabinet-level  agency.  So  it  is  a  kind  of  pio- 
neering, trying  to  find  the  right  road  map  to  do  it  and  the  right 
way  to  do  it.  And  certainly  I  appreciate  all  the  help  I  have  had 
from  my  colleagues  and  certainly  from  the  Senate  side  as  well  as 
the  budget  committee,  in  order  to  accomplish  this. 

Chairman  Gilman.  Any  other  panelists?  Mr.  Mica. 

Mr.  Mica.  I  would  just  like  to  comment.  First  of  all,  again,  back 
to  the  point  that  most  people  think  the  Department  of  Commerce 
deals  with — primarily  with  commerce  and  business  and  trade  pro- 
motion. And  that  is  not  the  case,  only  4  percent,  really,  of  the  budg- 
et, and  a  small  percent  of  the  30,000  people. 

I  have  not  had  anyone  run  up  to  me  and  say  "We  have  got  to 
keep  the  weather  service,  NOAA,"  which  is  the  biggest  chunk  of 
this,  I  believe,  "as  a  Cabinet-level  department  secretary."  Then  you 
have  the  Census  Department.  People  have  not  come  up  and  said, 
"Well,  we  have  got  to  have  the  Census  Department  sitting  at  the 
Cabinet  table  and  it  has  to  be  a  secretarial  position."  Most  people 
are  concerned  about  this  4  percent  which  is  trade.  Mr.  Gejdenson 
and  others,  and  you  have  spoken  to  today.  And  that  is  what  we 
want  to  see  that  we  can  do  a  better  job  in. 
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Initially,  we  do  not  see  a  tremendous  number  of  dollars  saved 
here.  And  the  only  function  we  bring  in  from  outside  what  is  in 
Commerce  now  is  one  which  you  oversee,  the  Trade  Development 
Agency,  I  believe.  We  would  like  to  see  this  used  as  the  nucleus  to 
bring  in  other  functions.  We  would  like  to  see  the  examination  of 
activities  that  are  currently  done  by  the  Department  of  State  and 
agencies  under  your  jurisdiction  that  can  be  brought  in.  And  as  Mr. 
Chrysler  pointed  out,  there  are  many  areas  of  duplication  that  we 
think  we  can  eliminate,  even  in  the  statistical  area. 

So  there  are  long-term  savings,  but  what  is  more  important  is  we 
create  a  super  trade  agency  that  can  bring  us  into  the  21st  century 
and  organized,  as  you  heard  the  others  say,  as  Japan  and  all  of  our 
other  competitors  are.  So  we  see  this  as  the  building  block  for  a 
great  ability  for  this  country  to  compete.  And  we  could  be  very  dan- 
gerous in  this  area  if  we  get  our  act  together. 

Mr.  Roth.  Mr.  Chairman,  I  would  just  quickly  add 

Chairman  GiLMAN.  Mr.  Roth. 

Mr.  Roth.  Thank  you,  Mr.  Chairman.  I  would  just  quickly  add 
I  think  that  one  of  the  really  important  issues  that  we  have  to 
confront  is  how  we  downsize.  We  have  to  do  this  job  right  because 
this  is  the  prototjqje  for  action  in  other  areas.  And  so  people  who 
are  opposed  to  downsizing  are  going  to  make  sure  that  every  dis- 
advantage is  pointed  out. 

So  we  need  to  think  this  through  very,  very  well.  And  I  am  de- 
lighted that  we  have  people  of  the  talent  that  we  have  here  this 
morning  and  have  been  working  on  this  particular  issue. 

Mr.  Manzullo.  Mr.  Chairman. 

Chairman  Oilman.  Mr.  Manzullo. 

Mr.  Manzullo.  I  think  that  one  of  the  misconceptions  that  we 
do  have  of  the  Department  of  Commerce  is  that  it  is  related  to 
Commerce.  I  would  cite  an  article  from  the  Wall  Street  Journal 
dated  May  11,  1995,  and  I  do  not  think  many  people  are  aware  of 
the  fact  that  the  Department  of  Commerce  has  a  fleet  of  25  ships 
commanded  by  three  admirals,  and  that  these  ships  are  involved 
in  everything  from — it  is  called  "Ships,  Trips  and  Zebra  Muscles." 
You  would  think  that  these  are  activities  that  the  EPA  and  the 
Fish  and  Wildlife  Service  should  be  doing.  It  just  goes  to  show  that 
one  of  the  attempts  here  is  to  purify  the  trade  aspects  and  consoli- 
date them. 

And  it  was  not  my  decision,  but  perhaps  the  only  way  we  can  do 
this  is  to  eliminate  the  Department  of  Commerce,  start  all  over,  get 
a  brand  new  Department  of  Trade,  and  to  get  this  thing  functional. 

[The  article  appears  in  the  appendix.] 

Chairman  Oilman.  Any  other  comments  by  our  panelists?  Let  me 
ask  the  panelists,  do  you  believe  that  the  department  should  be 
abolished  outright  or  just  downsized? 

Mr.  Chrysler.  Our  bill,  H.R.  1756,  actually  dismantles  it.  Sixty 
percent  of  the  Department  of  Commerce  has  nothing  to  do  with 
commerce.  A  major  portion  of  it  is  NOAA,  the  National  Oceanic 
and  Atmospheric  Administration,  which  is  better  known  to  many  of 
us  as  the  weather — there  are  two  major  parts  to  NOAA.  One  is 
weather  and  the  other  includes  nonweather  related  items.  As  Don 
mentioned,  the  ships  and  admirals,  is  called  the  NOAA  Corps. 
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And  the  Census  Department  is  another  major  part  of  it  and  pat- 
ents and  Trademarks,  which  is  a  self-funding  agency  that  has  to 
pay  a  25  percent  stipend  to  the  Department  of  Commerce  just  to 
be  in  the  Department  of  Commerce  because  it  is  a  self-funding 
agency. 

And  just  looking  at  this  department,  there  are  100  different  pro- 
grams; 71  of  them  are  duplicated  someplace  else  in  government. 

Chairman  Oilman.  Mr.  Chrysler,  were  any  of  those  that  you 
have  recited  a  part  of  the  important  work  of  the  Commerce  Depart- 
ment that  should  be  preserved? 

Mr.  Chrysler.  We  would  take  the  weather-related  portion  of 
NOAA  and  move  that  into  the  Department  of  Interior,  where  it 
should  be.  The  fisheries  part  of  NOAA  will  go  into  Fish  and  Wild- 
life Services.  Census,  there  is  some  debate  over  the  Census,  wheth- 
er that  should  become  a  central  statistical  agency  that  would  sup- 
ply data  and  information,  Bureau  of  Standards,  maybe  it  should  be 
there,  in  order  to  supply  the  rest  of  the  departments  in  the  Federal 
Oovemment  information.  The  Patents  and  Trademarks,  I  think 
Carlos  Moorehead  has  got  a  proposal  that  would  make  it  a  sepa- 
rate, free-standing  agency,  because  it  is  self-funding. 

Chairman  Oilman.  Any  of  our  other  panelists  have  any  com- 
ments about  that  question?  Mr.  Mica 

Mr.  Mica.  Just  one  thing.  You  will  probably  hear  some  of  the 
other  testimony  today  that  says  that  the  trade  promotion  and  as- 
sistance function  cannot  be  combined  with  the  USTR.  And  you 
have  heard  the  other  panelists  here  this  morning  tell  you  that  in 
fact  it  is  done  in  almost  every  other  country,  particularly  where  we 
are  getting  beat  with  our  big  competitors. 

The  other  thing  is  we  did  go  back  and  check  with  our  former 
USTRs,  our  past  USTRs  and  former  Secretaries  of  Commerce  to 
see  that,  indeed  that  as  we  fashion  this  new  Trade  Office,  that  the 
activities  of  the  USTR  and  the  Trade  Administrator  can  run  inde- 
pendently but  in  a  coordinated  fashion,  and  I  think  that  our  pro- 
posal does  do  that. 

And  this,  again,  we  think  is  the  most  important  element  that  ev- 
eryone is  concerned  about  keeping  it  at  a  high  level,  at  a  Cabinet 
level.  It  is  not  a  department;  it  is  also  no  longer  an  office  of  the — 
executive  office  of  the  President.  And  we  did  this  also  in  consulta- 
tion with  former  Secretaries  of  Commerce  and  former  USTRs. 

Chairman  Oilman.  Thank  you. 

Mr.  Roth.  Mr.  Chairman. 

Chairman  Oilman.  Yes,  Mr.  Roth. 

Mr.  Roth.  I  just  want  to  quickly  add  that  we  are  going  to  elimi- 
nate some  departments  because  during  the  campaign,  we  said, 
"Promises  made  must  be  promises  kept."  We  Republicans,  I  may  be 
so  bold  as  to  say,  are  people  of  our  word.  In  the  Mica  bill  we  have 
a  new  Trade  Administration.  Further,  I  think  that  export  controls 
should  be  in  the  new  Trade  Administration.  Export  promotion  also 
should  be  in  the  new  trade  administration.  So  we  are  not  going  to 
do  away  with  everjrthing,  but  we  are  going  to  streamline  it. 

Chairman  OILMAN.  Well,  thank  you.  I  want  to  thank  our  panel- 
ists. Mr.  Hamilton. 

Mr.  Hamilton.  Thank  you,  Mr.  Chairman.  And  thank  you  for 
holding  the  hearing.  I  appreciate  the  testimony  of  our  colleagues 
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today.  It  is  obvious  they  have  given  a  lot  of  thought  to  this,  and 
we  appreciate  their  interest  in  making  the  government  work  better. 

I  just  want  to  make  sure  I  understand  your  proposal  overall.  Do 
I  understand  that  you,  all  four  of  you,  favor  abolishing  the  Depart- 
ment of  Commerce,  but  establishing  a  new  department,  in  effect, 
with  Cabinet  status,  a  Department  of  Trade.  Is  that  the  position 
that  you  all  adopt? 

Mr.  Mica.  Well,  my  bill  deals  with  the — Mr.  Hamilton,  with 
trade  functions  and  it  is  an  Office  of  Trade.  It  is  an  independ- 
ent  

Mr.  Hamilton.  But  you  favor  Cabinet  status? 

Mr.  Mica.  Yes,  Cabinet  status.  It  does  not  have  a  secretary  and 
it  is  not  a  department. 

Mr.  Hamilton.  So  it  would  not  be  a  department. 

Mr.  Mica.  It  is  an  independent 

Mr.  Hamilton.  Is  it  the  position  of  the  Republican  leadership  in 
the  Congress  to  abolish  the  Department  of  Commerce 

Mr.  Mica.  Yes. 

Mr.  Hamilton  [continuing].  And  to  establish  a  Department  of 
Trade? 

Mr.  Mica.  It  is  not  a  department.  It  is  an  Office  of  Trade. 

Mr.  Hamilton.  It  has  Cabinet  status,  however. 

Mr.  Mica.  Yes. 

Mr.  Hamilton.  So  what  is  the  difference? 

Mr.  Mica.  Well,  it  does  not  have  a  secretarial  position  and  it  does 
not  have  the  department  title. 

Mr.  Chrysler.  Also,  it  would  more  or  less  replace,  I  guess,  the 
USTR.  There  are  really  two  seats  at  the  cabinet  table  right  now, 
the  USTR  and  the  Department  of  Commerce. 

Mr.  Hamilton.  But  if  it  has  Cabinet  status,  if  the  official  is  sit- 
ting in  the  Cabinet,  wouldn't  the  official  therefore  be  the  same  as 
a  secretary? 

Mr.  Mica.  Yes.  Well,  we  think  it  still  has  the  prestige — we  have 
combined  it  into  one,  there  is  some  consolidation  and  some  elimi- 
nation. The  other  way  to  do  this  is  to  eliminate  the  $7  million  for 
the  secretary's  office. 

Mr.  Hamilton.  So  do  I  state  it  correctly  then  that  you  favor  es- 
tablishing a  department  of  trade  with  a  Cabinet-level  leader — it 
may  not  be  a  secretary.  Is  that  your  testimony  today? 

Mr.  Mica.  Yes,  it  is  an  office  of  trade  with  Cabinet  level  status. 

Mr.  Hamilton.  So  we  are  really  not  abolishing  a  department  of 
government,  we  are  just  changing  functions  and  you  are  creating 
another  one;  correct? 

Mr.  Manzullo.  Lee,  the — I  think  the  goal  here  is  we  are  trying 
to  extract  that  4  percent  from  the  Department  of  Commerce  that 
actually  deals  with  trade  and  keep  that  at  the  Cabinet  level.  I 
mean,  you  do  not  need  the  Bureau  of  Census  there;  you  do  not 
need  NOAA  there.  And  we  want  to  make  this  so  up-to-date  in 
terms  of  technologies,  ability  to  access  resources,  et  cetera.  And 
then  the  rest  of  the  Department  of  Commerce  is  either  eliminated 
or  is  consolidated.  But  our  goal  here  is  to  make  sure  that  when 
somebody  sits  at  the  table,  that  trade  has  a  major  part,  a  big,  big 
part.  I  mean,  let  us  face  it.  Our  markets  are  saturated  and  we  have 
to  go  overseas  for  growth. 
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Mr.  Hamilton.  Well,  I  think  you  make  a  pretty  strong  case.  Sev- 
eral of  you  have  noted,  the  duplication,  the  number  of  different  of- 
fices and  bureaus  that  work  in  trade,  and  it  makes  some  sense. 
The  idea  of  a  department  of  trade  has  been  kicking  around  this 
town  for  a  good  long  time.  And  I  think  all  of  us  are  dissatisfied  to 
some  extent  with  the  way  we  handle  trade  policy.  Just  one  note  to 
bring  to  your  attention.  If  you  do  not  make  a — the  head  of  the 
trade  organization,  whatever  you  call  it,  a  secretary,  you  want  to 
always  keep  in  mind  that  when  you  deal,  for  example,  with  a  coun- 
try like  Japan,  the  head  of  MITI  is  a  cabinet  minister.  And  you 
have  got  to  be  careful  here  in  making  sure  that  the  top  U.S.  rep- 
resentative is  on  a  par. 

Mr.  Mica.  We  think  we  have  done  that. 

Mr.  Hamilton.  You  think  you  accomplished  that. 

Mr.  Mica.  Yes,  we  have. 

Mr.  Hamilton.  Now,  the  total  budget  of  the  Commerce  Depart- 
ment, as  I  understand  it,  is  roughly  somewhere  around  $4  billion 
today;  is  that  right? 

Mr.  Mica.  $4.2  billion. 

Mr.  Hamilton.  And  they  have  about  32,000  employees,  roughly? 

Mr.  Chrysler.  Yes,  sir. 

Mr.  Hamilton.  Your  proposal,  Mr.  Chrysler,  is  that  you  would 
cut — ^you  would  cap  it  at  75  percent;  is  that  correct?  So  you  would 
have  that  much  of  a  savings.  So 

Mr.  Chrysler.  It  would  approximate- 


Mr.  Hamilton  [continuing].  You  are  talking  about  roughly  $3  bil- 
lion here. 

Mr.  Chrysler.  It  would  approximately  eliminate  about  40  per- 
cent of  the  current  Department  of  Commerce  and  about  10,000  em- 
ployees. 

Mr.  Hamilton.  Forty  percent  of  what?  Of  people  or  budget? 

Mr.  Chrysler.  Of  budget. 

Mr.  Hamilton.  Of  budget.  OK.  And  you  would  cap  it  at  75  per- 
cent. That  is  kind  of  a — would  be  a  kind  of  a  permanent  authoriza- 
tion under  your  proposal,  I  presume. 

Mr.  Chrysler.  The  40  percent  would  be — the  Department  of 
Commerce  would  be  dismantled.  We  would  create  what  we  call  the 
Commerce  Programs  Resolution  Agency,  which  is  a  sublevel  Cabi- 
net position  that  would  take  about  2V2  years  to  wind  up  all  of  the 
business  of  the  Department  of  Commerce. 

Mr.  Hamilton.  And  you  would  abolish  the  Economic  Develop- 
ment Administration,  the  Minority  Business  Development  Agency, 
the  U.S.  Travel  and  Tourism  Agency,  the  Technology  Administra- 
tion— ^Advanced  Technology  Program,  Manufacturing  Extension 
Partnership?  Those  would  just  be  abolished? 

Mr.  Chrysler.  Yes.  And  some  of  those  have  not  been  funded  in 
the  appropriation  bills  that  we  have  already  passed. 

Mr.  Hamilton.  And  the  National  Oceanic  and  Atmospheric  Ad- 
ministration you  would  pri"atize? 

Mr.  Chrysler.  Department  of  Interior,  part  of  it,  part  of  it 
privatized,  part  of  it  in  Coast  Guard  and  Fisheries. 

Mr.  Hamilton.  The  argument  often  made  for  the  Department  of 
Commerce,  and  we  will  hear,  of  course,  from  the  Secretary  shortly, 
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is  that  it  is  the  department  of  advocacy  for  business.  And  I  gather 
you  all  reject  that  idea? 

Mr.  Chrysler.  Only  from  the  standpoint  that  if  it  was  an  advo- 
cate for  business,  if  it  was  a  voice  for  business,  it  would  be  support- 
ing a  balanced  budget,  it  would  be  supporting  a  capital  gains  tax 
cut,  it  would  be  supporting  regulatory  reform  and  tort  reform. 

And  in  fact,  the  NOAA  portion  of  the  Department  of  Commerce 
and  other  parts  of  the  Department  of  Commerce,  in  fact  just  bring 
more  regulation  onto  business  and  make  it  more  difficult  for  busi- 
nesses to  stay  in  business.  That  is  certainly  the  case  with  the  fish- 
eries. 

Mr.  Hamilton.  So  you  think  it  is  not  only  not  an  advocate  for 
business,  you  think  it  is  a  detriment  to  business 

Mr.  Chrysler.  It  is  a  little  bit  of  a  deterrent. 

Mr.  Hamilton  [continuing].  As  it  operates.  I  also  want  to  under- 
stand what  drives  your  proposals.  Mr.  Mica,  you  had,  for  example, 
a  statement  about  our  trade  activities.  You  were  critical  of  the 
trade  policies  being  inconsistent  and  conflicting.  Is  that  what  drives 
you  here,  or  is  it  your  desire  just  to  downsize  government — or 
maybe  it  is  both.  But  you  were  specifically  critical  of  trade  policies, 
as  I  recall. 

Mr.  Mica.  I  think  we  are  getting  our  pants  beat  off  us.  I  have 
been  in  the  private  sector  and  consulted  to  a  number  of  companies 
and  done  international  trade  consulting.  And  I  have  been  around 
the  world,  basically,  in  business,  and  seen  what  others  do.  And 
most  other  governments,  Japan,  the  United  Kingdom,  France,  Ger- 
many, have  incredibly  well-coordinated  trade  promotion  assistance 
programs. 

We  do  not  have  time  to  get  into  financing  here  today,  but  financ- 
ing is  a  key  to  any  business  deal,  and  we  do  not  do  enough  to  make 
sure  that  our  business  and  industry  and  service  folks  are  on  an 
equal  playing  field.  So  that  is  what  motivates  me. 

Now  I  introduced  a  Department  of  Trade  bill  with  Senator  Roth 
in  the  last  Congress,  and  that  would  be  the  way  I  might  want  to 
go.  But  given  the  politics  and  the  dismantling  of  the  Department 
of  Commerce,  I  see  this  as  the  nucleus  for  starting  us  on  a  serious 
path  to  international  trade  competition. 

Mr.  Hamilton.  We  have  got  votes,  and  both  of  us  have  to  go. 
None  of  you  think  very  much  of  the  export  promotion  efforts  of  the 
Department  of  Commerce. 

Mr.  Mica.  Well,  no.  I  think  that  is  not  the  case.  It  is  just  that 
in  fact  it  is  uncoordinated.  We  have  19  agencies  involved  in  it.  I 
think  Secretary  Brown  has  done  a  good  job  in  bringing  it  to  a  new 
level.  I  think  that  some  of  the  activities  actually  should  be  vastly 
expanded. 

Mr.  Manzullo.  Just  look  at  the  chart.  That  is  the  coordination 
that  is  going  on  now. 

Mr.  Mica.  Right.  It  is  not  coordinated.  And  it  is  very  costly  and 
ineffective.  And  again,  some  of  the  areas  under  your  jurisdiction — 
AID  is  now  in  the  business  of  opening  American  business  centers. 

I  took  a  trade  group  to  Brataslava  and  I  did  not  even  know  that 
they  were  opening  the  office  there.  The  Foreign  Commercial  Serv- 
ice officer  comes  1  or  2  days  into  an  emerging  market  from  Vienna. 
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Does  this  approach  make  sense?  But  it  goes  on  and  on.  There  are 

just  other 

Chairman  GiLMAN.  Mr.  Manzullo,  before  you  go- 


Mr.  Smith.  Mr.  Chairman,  will  the  witnesses  come  back? 

Chairman  Oilman.  That  is  what  I  am  about  to  ask.  Will  the  wit- 
nesses be  able  to  return?  We  have  a  number  of  questions.  Mr, 
Chrysler,  Mr.  Roth? 

Mr.  Chrysler.  Yes,  sir. 

Chairman  Oilman.  Accordingly,  then,  the  committee  will  stand 
in  recess  until  noon.  There  are  four  votes  pending  back  to  back. 

[Recess.] 

Chairman  Oilman.  The  committee  will  come  to  order. 

I  ask  Secretary  Brown  and  Ambassador  Kantor  to  please  come 
up  to  the  witness  table. 

We  will  interrupt  our  panelists,  our  congressional  panelists,  to 
give  to  our  Administration  representatives  an  opportunity  to  make 
their  statements  and  to  have  a  dialogue  prior  to  their  being  called 
back  to  the  White  House.  I  understand  they  have  to  leave  by  1:00. 

Mr.  Brown.  Be  there  at  1:00. 

Chairman  Oilman.  Be  there  at  1:00.  All  right.  We  will  try  to 
move  right  along. 

We  have  with  us,  we  are  pleased  to  have  with  us  the  distin- 
guished Secretary  Brown,  who  took  current  office  in  January  of 
1993  and  formerly  was  a  partner  in  the  Washington  law  firm  of 
Patton,  Boggs  &  Blow.  He  has  also  served  as  Chief  Counsel  for  the 
Senate  Judiciary  Committee  and  worked  at  the  National  Urban 
League.  Prior  to  his  appointment  as  Secretary  of  Commerce,  he 
was  the  chairman  of  the  Democratic  National  Committee. 

We  thank  you,  Mr.  Secretary,  for  joining  us  at  this  time. 

STATEMENT  OF  THE  HONORABLE  RONALD  H.  BROWN, 
SECRETARY  OF  COMMERCE 

Mr.  Brown.  Thank  you  very  much,  Mr.  Chairman. 

I  am  honored  and  pleased  to  be  here  before  you  and  particularly 
pleased  to  be  here  in  the  company  of  my  distinguished  colleague. 
Ambassador  Mickey  Kantor.  I  have  looked  forward  to  the  oppor- 
tunity to  testify  before  you  today.  I  would  request,  Mr.  Chairman, 
that  my  full  testimony  be  made  a  part  of  the  record. 

Chairman  Oilman.  Without  objection. 

Mr.  Brown.  I  have  just  a  few  points  I  would  like  to  make.  First, 
I  would  like  to  address  some  of  the  misconceptions  that  I  think 
exist  about  the  Commerce  Department  and  what  we  do  and  why 
we  do  it  and  how  we  do  it. 

Secondly,  I  would  like  to  address  very  briefly  the  Chrysler  bill. 
I  see  Congressman  Chrysler  is  here  with  us  this  morning.  And, 
third,  I  would  like  to  address  very  briefly  the  Mica  bill,  a  relatively 
new  proposal. 

As  I  have  said  in  a  number  of  hearings  that  I  have  participated 
in  over  the  last  couple  of  weeks,  when  we  first  heard  of  suggestions 
that  the  Department  of  Commerce  be  eliminated,  we  were  some- 
what incredulous  about  it.  Frankly,  I  did  not  think  that  they  were 
serious  proposals.  We  could  not  imagine  that  the  United  States 
would  be  the  only  country  in  the  world  where  the  business  commu- 
nity, the  private  sector,  does  not  have  a  seat  at  the  Cabinet  table. 
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It  did  not  seem  to  make  a  lot  of  sense  at  a  time  of  very  intense 
global  competition. 

We  have  now  come  to  find  out  and  accept  that  these  are  serious 
proposals.  We  take  them  seriously  and,  therefore,  we  very  much 
appreciate  the  opportunity  to  engage  in  some  real  dialogue  and 
some  discussion  about  these  proposals. 

I  should  say  that  we  believe  the  mission  of  the  Department  of 
Commerce  is  one  of  the  most  important  missions  of  the  Federal 
Government.  And  that  is  to  ensure  and  enhance  economic  oppor- 
tunity for  all  the  American  people,  to  ensure  economic  growth,  to 
ensure  the  creation  of  jobs,  hopefully  high  wage,  high  quality  jobs. 

I  wanted  to  clear  up  some  misconceptions  that  the  Department 
of  Commerce  is  just  a  hodgepodge  of  all  kinds  of  unrelated  things. 
That  happens  not  to  be  true,  Mr.  Chairman. 

Every  unit  of  the  Department,  every  agency  of  the  Department, 
every  bureau  of  the  Department  is  directly  related  to  the  goal  of 
economic  growth  and  job  creation.  I  know  the  area  that  is  most 
talked  about  as  being  unrelated  is  NOAA.  And  I  am  not  here  to  tell 
you  that  the  only  place  in  the  world  that  NOAA  could  be  is  the  De- 
partment of  Commerce.  That  would  be  an  absurd  assertion  to 
make.  But  I  happen  to  believe  that  when  you  have  analyzed  the 
other  places  it  might  be,  you  will  conclude  that  the  Department  of 
Commerce  is  the  best  place  for  it  to  be.  It  fits  in  the  Department 
of  Commerce  better  than  any  other  place  that  I  have  heard  sug- 
gested. 

I  have  heard  a  lot  of  people  say,  "Well,  what  does  that  have  to 
do  with  commerce?"  And  as  I  have  said  a  couple  of  times  before, 
if  you  try  to  tell  a  commercial  fisherman  that  he  or  she  has  got 
nothing  to  do  with  commerce,  they  will  probably  try  to  throw  you 
overboard. 

The  fact  is  that  much  of  what  happens,  whether  it  is  in  the 
Weather  Service  supporting  our  agricultural  industries  and  farm- 
ers and  our  transportation  industry,  whether  it  is  our  commercial 
satellites,  whether  it  is  coastal  zone  management  and  fisheries 
management,  they  are  all  directly  related  to  economic  growth  and 
to  our  ability  to  create  jobs  and  prosperity  for  our  people. 

The  fact  is  that  this  is  exactly  what  we  are  doing  is  creating 
growth  and  jobs  in  partnership  with  the  private  sector.  I  know 
when  I  became  Secretary  of  Commerce,  I  came  with  a  certain  atti- 
tude. And  that  attitude  was  that  I  was  tired  of  seeing  the  likes  of 
President  Mitterrand  and  Chancellor  Kohl  and  Prime  Minister 
Major  and  others  fly  to  the  distant  comers  of  the  earth  to  promote 
the  commercial  interests  of  France  and  Germany  and  Great  Brit- 
ain. And  we,  in  the  United  States,  were  doing  little  or  none  of  that, 
certainly  not  in  an  aggressive,  pro-active  way. 

We  have  changed  that  and  I  think  changed  it  for  the  better.  I 
think  it  is  paying  massive  dividends  as  most  members  of  this  com- 
mittee recognize  because  I  have  had  an  opportunity  to  meet  and 
talk  with  most  of  the  members  of  the  committee. 

There  is  no  question  that  our  trade  missions  have  made  a  real 
difference,  whether  it  has  been  Saudi  Arabia,  Indonesia  or  Brazil. 
I  think  the  businesses  and  companies  involved  will  attest  to  that 
fact.  The  work  we  have  done  with  the  Trade  Promotion  Coordinat- 
ing Committee  that  I  have  the  honor  to  chair  created  our  national 
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export  strategy.  We  have  a  plan.  We  have  a  strategy.  We  are  im- 
plementing it  and  it  is  working  and  working  well. 

We  have  an  Advocacy  Center  at  the  Commerce  Department  now, 
the  first  time  in  the  history  of  the  Commerce  Department  that  you 
have  an  office  that  is  basically  set  up  like  a  trading  floor  of  an  in- 
vestment bank  with  clocks  on  the  wall,  with  people  tracking 
projects.  Now,  they  ar  tracking  about  300  projects  around  the  world 
with  hundreds  of  billions  of  dollars  of  potential  business  for  Amer- 
ican companies.  We  think  that  makes  sense. 

We  think  it  makes  sense  to  have  one-stop  shops  that  help  small 
businesses  with  SBA  and  the  Eximbank  and  Commerce  located  to- 
gether serving  the  needs  of  entrepreneurs  throughout  America. 

We  know  that  the  international  competition  is  fierce.  We  also 
know  that  international  competition  is  not  just  overseas.  It  is  here 
as  well.  We  have  got  to  be  ready  to  compete  internationally  and 
that  is  why  our  technology  programs  are  so  crucial. 

I  know  that  there  is  a  difference  of  opinion  on  what  government's 
role  in  technology  ought  to  be.  I  happen  to  think  those  expendi- 
tures are  some  of  the  most  important  in  government  because  they 
get  us  ready  to  compete  in  the  future  to  be  a  competitive  nation. 
To  invest  in  civilian  technology  serves  us  well. 

We  believe  that  our  programs,  whether  it  is  the  Advanced  Tech- 
nology Program  or  a  Manufacturing  Extension  Program,  just 
makes  common  sense.  As  Congressman  Roth  and  others  know, 
these  programs  put  technology  in  the  hands  of  small  and  medium- 
sized  businesses  that  allow  them  to  be  more  competitive  and  more 
productive. 

We  provide  the  voice  that  the  business  community  needs  at  the 
highest  levels  of  government.  And  when  you  look  at  what  our  glob- 
al competitors  are  doing,  my  goodness,  if  we  are  serious  about 
being  competitive  in  the  21st  century,  we  certainly  can  do  no  less. 

I  know  there  have  been  a  lot  of  questions  about  the  kind  of  busi- 
ness support  that  the  Department  either  has  or  does  not  have  and 
there  are  a  lot  of  early  reports  that  somehow  the  business  commu- 
nity was  not  supporting  the  Department. 

When  I  appeared  before  the  Senate  Government  Operations 
Committee  last  week,  I  took  a  box  with  2000  letters  that  we  have 
received  in  the  last  3  weeks.  The  business  community — frankly, 
mostly  from  small  and  medium-sized  businesses.  These  letters  sup- 
port the  work  of  the  Department  and  attest  to  the  synergy  that  ex- 
ists between  the  various  programs  and  bureaus  within  the  Depart- 
ment that  promotes  the  commercial  interest  of  the  United  States 
of  America. 

And  it  is  clear  that  when  we  talk  about  partnership  and  we  talk 
about  government  working  with  the  private  sector,  we  in  the  Ad- 
ministration understand  that  it  is  the  private  sector  that  fuels  the 
engine  that  pulls  the  train  of  economic  growth  and  job  creation. 
But  we  in  government,  Ambassador  Kantor  and  I  and  others,  have 
a  responsibility  to  help  clear  the  track,  to  help  open  the  doors  so 
that  we  have  an  opportunity  to  sell  our  goods  and  products  and 
services  all  around  the  world.  And  the  President  certainly  believes 
in  what  we  are  doing.  He  has  indicated  that  unequivocally  as  I 
have  said  at  other  hearings.  He  has  indicated  that  should  a  bill  to 
dismantle  the  Commerce  Department  emerge,  he  would  veto  it. 
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That  does  not  mean  that  we  are  not  open  to  change.  It  does  not 
mean  that  we  are  not  open  to  suggestions.  It  does  not  mean  that 
we  are  not  open  to  doing  things  better  than  we  do  them  now. 

Let  me  for  a  moment  just  discuss  if  I  could  the  Chrysler  bill,  al- 
though I  must  say  I  sense  that  the  ground  is  shifting  somewhat. 
When  I  appeared  before  the  Senate  Commerce  Committee  just  a 
few  days  ago,  not  a  single  member  either  Democrat  or  Republican 
voiced  any  support  for  the  Abraham  bill  which,  as  you  know,  is  a 
companion  bill  of  the  Chrysler  bill  in  the  U.S.  Senate. 

Nonetheless,  as  I  think  is  increasingly  clear,  that  approach  would 
be  tantamount  to  unilateral  disarmament  in  the  competitive  global 
environment  in  which  we  live.  I  believe  it  would  be  at  best  penny- 
wise  and  pound  foolish.  It  would  destroy  the  synergy  that  exists. 
I  think  most  admit  that  we  finally  got  it  right  in  the  way  we  are 
dealing  with  these  issues.  We  are  working  together.  But  it  attacks, 
really,  our  most  successful  efforts.  And  that  is  our  trade  efforts  and 
our  technology  efforts.  It  would  put,  for  example,  the  State  Depart- 
ment in  charge  of  export  licensing.  Most  that  have  reviewed  that 
do  not  think  that  that  makes  a  lot  of  sense.  We  think  that  the 
interagency  process  we  have  works. 

The  Chrysler  bill  would  end  the  Economic  Development  Adminis- 
tration and  all  of  those  defense  conversion  efforts  that  are  so  much 
needed  now. 

I  was  pleased,  looking  at  the  debate  on  the  floor  last  week  on  the 
Commerce  State  Justice  Appropriations  bill,  that  when  the  amend- 
ment to  cut  off  funding  for  EDA  came  up  for  a  vote,  it  lost  over- 
whelmingly with  Republican  and  Democratic  support,  something 
like  310  to  101.  It  was  not  even  a  close  call. 

The  approach  in  the  Chrysler  bill  would  deprive  the  president  of 
a  telecommunications  policy  office  when  we  are  building  an  infor- 
mation superhighway  which  is  certainly  directly  related  to  our 
competitiveness  and  productivity  that  fits  perfectly  and  syner- 
gistically  with  the  other  activities  of  the  Commerce  Department. 

It  would  get  rid  of  much  of  NIST  at  a  time  when  our  trade  ef- 
forts, or  export  promotion  efforts  are  so  much  related  to  the  kind 
of  standards  work  that  NIST  does  and  where  harmonization  is  so 
important  to  our  ability  to  sell  our  goods  and  products  overseas. 
And  it  would  do  all  this,  I  submit  and  0MB  has  looked  at  this,  too, 
without  saving  a  penny.  We  think  it  would  cost  money. 

Much  in  what  we  have  heard  about  the  savings  would  be  elimi- 
nated because  so  many  of  the  required  costs  were  not  included. 
Getting  ready  for  the  2000  Census.  Everyone  knows  there  is  a 
ramp  up  for  that.  That  was  not  considered.  Our  weather  satellites 
which  are  allowing  us  to  close  a  lot  of  weather  offices  all  over  the 
country  were  not  considered  in  those  estimates. 

We  believe  that  it  amounts  to  box-shuffling,  to  not  making  gov- 
ernment more  efficient  but  rather  less  efficient.  And,  finally,  Mr. 
Chairman,  let  me  say  a  few  words  about  the  Mica  bill.  I  have  great 
respect  for  Congressman  Mica.  I  think  he  has  taken  a  step  in  the 
right  direction.  He  recognizes  that  trade  functions  must  be  kept  to- 
gether if  we  are  going  to  be  able  to  be  a  competitive  nation  in  the 
21st  century;  but,  frankly,  I  say  respectfully  to  Congressman  Mica, 
and  those  who  support  his  bill,  that  his  bill  appears  to  be  a  solu- 
tion in  search  of  a  problem. 


19 

We  do  not  know  what  the  problem  is  unless  the  problem  is  the 
Chrysler  bill.  It  seems  clear  that  by  any  objective  analysis,  our  na- 
tional export  strategy  is  working,  the  work  of  the  Trade  Promotion 
Coordinating  Committee  is  playing  an  important  role  in  coordinat- 
ing our  trade  efforts.  And  we  believe  that  the  merger  of  USTR  and 
the  Commerce  Department  is  not  a  good  idea. 

Ambassador  Kantor  has  some  strong  views  about  this  as  well 
and  he  in  just  a  moment  or  two  will  be  expressing  those  to  you, 
but  \^e  believe  that  USTR  is  working  marvelously  well.  All  the  evi- 
dence suggests  that.  We  have  got  the  best  trade  negotiator  that  the 
country  has  ever  had.  We  have  had  some  enormous  breakthroughs 
because  USTR  is  an  independent  office  in  the  Executive  Office  of 
the  President. 

It  is  a  small  office  and  a  focused  office  that  has  proven  itself  to 
be  invaluable  to  the  President  and  to  the  country.  We  think  both 
the  Commerce  Department  and  the  trade  functions  of  the  Com- 
merce Department  and  the  work  of  the  U.S.  Trade  Representative 
would,  in  fact,  be  weakened  and  undermined  by  the  kind  of  consoli- 
dation that  has  been  suggested. 

There  are  other  problems  related  to  that  legislation,  too.  It  deals 
with  a  very  small  part  of  what  the  Department  does.  I  believe  that, 
although  a  step  in  the  right  direction  in  that  it  realizes  dismantling 
the  Department  does  not  make  sense,  it  does  not  deal  with  a  lot 
of  the  issues  that  make  us  strong  in  international  trade.  It  as- 
sumes, for,  example,  that  the  only  two  important  areas  are  the 
International  Trade  Administration  and  the  Bureau  of  Export  Ad- 
ministration. 

I  would  submit,  Mr.  Chairman,  and  members  of  the  committee 
that  the  work  of  the  Bureau  of  Economic  Analysis  and  our  Eco- 
nomic and  Statistics  Administration  is  a  very  important  part  of 
American  competitiveness.  It  is  that  data  that  American  business 
and  industry  uses  to  make  intelligent  business  decisions. 

We  think  having  it  at  the  Commerce  Department  fits  perfectly 
well  and  makes  all  the  sense  in  the  world.  We  know  that  the  work 
that  that  unit  does  with  the  OECD  which  is  directly  related  to  our 
trade  interest  and  our  international  competitiveness.  A  NIST  clear- 
ly— I  have  already  mentioned  the  issue  of  harmonization  and 
standards  and  being  on  the  cutting  edge  technologically,  that  has 
to  do  with  our  ability  to  compete  and  the  ability  to  have  products 
and  goods  to  be  exported. 

The  reason  that  we  are  so  successful  is  because  we  are  on  the 
top  shelf  technologically.  That  is  a  perfect  fit.  The  synergy,  the  con- 
fluence of  trade  and  technology  policy,  I  believe,  is  terribly  impor- 
tant to  our  economic  future. 

I  have  mentioned  the  work  in  telecommunications,  it  is  crucial. 
Patents  and  trademarks,  what  fits  better — what  fits  better  with 
our  international  commercial  interests  than  the  work  we  do  in  pat- 
ents and  trademarks.  I  mean  there  is  nothing  that  is  discordant 
about  that.  That  is  an  important  part  of  the  work  we  do  to  promote 
the  commercial  interests  of  the  United  States  and  protect  the  intel- 
lectual property  of  the  American  people. 

The  same,  I  believe,  can  be  said  of  much  of  the  work  of  NOAA, 
particularly  in  the  area  of  environmental  technology  which  I  be- 
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lieve  could  be  one  of  the  most  important  exports  of  America  in  the 
years  ahead.  That,  too,  I  beheve  fits. 

As  I  have  said,  our  ability  to  compete  is  not  just  decided  over- 
seas, it  is  decided  here  at  home  by  the  kind  of  priorities  that  we 
set  as  a  nation. 

I  think  holding  these  various  units  together  is  very  important  to 
the  competitive  future  of  our  Nation.  Can  we  do  things  better?  Of 
course. 

Can  we  continue  to  reinvent  ourselves?  Of  course,  we  can.  That 
is  why  we  are  moving  toward  a  20  percent  reduction  in  workforce 
by  the  year  2000.  We  are  well  on  the  road  to  that.  We  are  closing 
regional  offices  and  weather  station  offices  as  we  put  in  our 
NEXRAD  radar.  We  are  rewriting  our  export  control  regulations 
and  I  know  there  are  many  members  of  the  committee  that  are  fo- 
cused on  reauthorization  of  the  Export  Administration  Act.  So  I  be- 
lieve, Mr.  Chairman,  and  members  of  the  committee,  we  are  on  the 
right  track. 

And  if  I  could  just  finally  cite  the  work  of  the  Appropriations 
Committee,  and  as  much  as  I  disagree  with  some  of  the  decisions 
that  were  made  and  as  disappointed  as  I  am  that  programs  like 
ATP  were  eliminated  that  I  think  are  crucial  to  our  economic  fu- 
ture, the  fact  is  that  committee  sat  down  and  made  some  priority 
judgments  about  what  was  important.  And  they  were  able  to  save 
dollars,  real  savings  in  their  proposal  without  any  dismantling  of 
a  department,  unless  the  goal  is  just  to  say,  "We  have  one  less  Cab- 
inet agency."  As  if  somehow  that  is  inherently  good  for  America,  or 
inherently  that  makes  us  more  competitive,  or  inherently  that  does 
anything.  If  it  does  not  save  money  and  it  does  not  better  organize 
our  ability  to  do  our  job,  it  seems  to  me  it  is  a  proposal  whose  time 
who  has  not  come.  Thank  you  very  much,  Mr.  Chairman. 

[The  statement  of  Secretary  Brown  appears  in  the  appendix.] 

Chairman  Oilman.  Thank  you,  Mr.  Secretary. 

We  are  pleased  to  have  Ambassador  Kantor  with  us  who  was 
sworn  in  as  U.S.  Trade  Representative  in  January  of  1993.  He  has 
a  long  history  of  public  service  and  prior  to  his  appointments,  Am- 
bassador Kantor  was  a  partner  in  the  law  firm  of  Manatt  Phelps 
&  Phillips.  Ambassador  Kantor  is  the  President's  chief  advisor  on 
international  trade  policy  and  we  thank  him  for  appearing  today  to 
discuss  our  trade  policy  and  how  USTR  can  participate  in  our  trade 
reform  endeavors. 

Ambassador  Kantor,  you  may  put  in  your  full  statement  in  the 
record  and  summarize,  if  you  will.  I  know  you  are  both  on  a  short 
time  schedule  and  we  would  like  to  have  an  opportunity  to  discuss 
with  you  some  of  your  thoughts. 

Ambassador  Kantor. 

STATEMENT  OF  THE  HONORABLE  MICHAEL  KANTOR,  UNITED 
STATES  TRADE  REPRESENTATIVE 

Mr.  Kantor.  Thank  you,  Mr.  Chairman,  I  appreciate  it.  Thank 
you,  members  of  the  committee  for  this  opportunity  and  I  will  sum- 
marize my  statement. 

First  of  all,  I  think  what  the  Secretary  has  said  is  not  only  well 
taken,  it  is  absolutely  correct.  The  question  is  how  do  we  create 
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jobs,  raise  wages,  raise  our  standard  of  living,  create  more  capital 
for  our  businesses  and  compete  and  win  again  in  a  world  economy. 

Everything  we  do  should  be  targeted  and  I  think  we  have  full 
agreement  on  a  bipartisan  basis,  targeted  to  that  effort.  And  I  be- 
lieve that  either  disabling  or  dismantling  the  Department  of  Com- 
merce in  any  way  would  not  take  us  toward  that  goal. 

First,  let  me  just  briefly  summarize  what  has  been  accomplished 
in  the  last  30  months  on  a  bipartisan  basis  led  by  the  President 
working  with  Congress  with  the  great  work  of  the  Department  of 
Commerce  led  by  Secretary  Brown,  who  has  done  a  fantastic  job. 

Our  economy  is  strong  and  getting  stronger.  Our  exports  are  up 
17  percent.  That  is  nearly  the  largest  percentage  rise  of  U.S.  ex- 
ports at  any  period  of  time — this  is  in  the  first  5  months  of  this 
year — in  American  history.  It  is  certainly  the  largest  dollar  volume. 
Our  agricultural  exports  are  up  27  percent.  Our  exports  to  Asia, 
outside  of  Japan,  are  up  25  percent.  In  all  of  Asia,  for  the  first  time 
in  years,  our  export  growth  is  exceeding  our  import  growth.  So  we 
are  making  progress. 

The  unemployment  rate  is  down  to  5.6  percent.  It  was  well  over 
7  percent  in  January  of  1993.  We  have  7  million  new  jobs;  93  per- 
cent are  in  the  private  sector.  That  is  the  highest  percentage  of  jobs 
created  during  this  period  of  time  in  the  private  sector  since  War- 
ren Harding  was  President  of  the  United  States;  392,000  new  man- 
ufacturing jobs  in  this  country  where  in  the  preceding  years  we 
had  lost  literally  millions  of  manufacturing  jobs. 

We  are  getting  there.  We  are  not  getting  there,  just  because  the 
President  has  done  a  terrific  job  with  the  economy  in  trade.  Of 
course,  he  has.  It  is  because  we  have  had  bipartisan  support  and 
we  have  worked  together  for  a  trade  policy  and  economic  policy 
that  makes  sense.  And  I  think  that  is  what  the  Secretary  was  talk- 
ing about. 

The  Council  on  Competitiveness  just  released  a  report.  Paula 
Lair  is  the  chair  of  that.  And  I  quote  them  as  saying. 

In  1994,  the  1-year  growth  rates  for  U.S.  standard  of  living,  manufacturing  pro- 
ductivity, investment  in  plant  and  equipment  was  the  highest  in  a  decade.  And  U.S. 
exports  are  healthy  and  projected  to  continue  to  grow  at  a  rapid  pace. 

That  is  an  endorsement  by  very  hard-nosed  business  people  who 
have  to  compete  everyday  in  world  markets  as  to  what  we,  the  Ad- 
ministration and  the  Congress,  are  doing  together — in  this  area. 

But  none  of  these  successes  over  the  last  30  months  would  have 
been  possible  without  the  leadership  and  support  of  the  Depart- 
ment of  Commerce.  We  cooperate  daily  on  a  wide  range  of  issues 
from  negotiations  to  economic  analysis  and  research.  The  Depart- 
ment of  Commerce  has  been  incredibly  successful  at  promoting 
U.S.  exports,  targeting  foreign  markets,  all  of  which  the  Secretary 
just  talked  about,  everything  from  Boeing  and  McDonnell-Douglas 
aircraft  in  Saudi  Arabia  to  Raytheon  high  technology  items  in 
Brazil  I  think  it  was,  to  many  others. 

There  is  a  record  of  success  that  I  think  is  unparalleled  by  this 
Secretary  and  this  Department  during  this  period  of  time. 

Let  me  speak  for  just  a  moment  about  merging  or  the  idea  of 
merging  Commerce's  and  USTR's  functions.  As  some  of  you,  maybe 
all  of  you  know,  but  I  learned  when  I  came  into  this  job,  USTR  is 
unique  in  certain  ways,  one  of  which  is  we  are  really  a  creature  of 


22 

the  Congress  because  the  Congress  has  primacy  under  our  con- 
stitution in  international  commerce. 

In  1962,  Wilbur  Mills  and  Hill  Box  decided  that  not  only  did  we 
need  more  coordination  in  trading  in  the  executive  branch,  but 
Congress  needed  a  strong  voice  for  trade  in  any  Administration, 
Republican  or  Democrat.  A  Special  Trade  Representative  was  cre- 
ated during  that  period  of  time,  later  became  a  Cabinet  rank  I 
think  in  the  1974  Trade  Bill,  if  I  am  not  mistaken.  And  my  prede- 
cessors I  believe  would  all  agree  that  this  unique  status,  represent- 
ing both  the  Congress  and  the  Executive,  carrying  out  functions 
that  are  both  congressional  functions  and  functions  of  the  Execu- 
tive, small  in  terms  of  numbers  of  people,  large  in  terms  of  I  think 
impact  under  every  USTR.  Focusing  on  trade  negotiations  and  en- 
forcing our  trade  laws  and  trade  agreements  is  not  only  unique, 
but  certainly  separate  from  and  should  be  from  what  is  done  so 
well  by  the  Department  of  Commerce. 

Our  job  is  to  open  foreign  markets.  Our  job  is  to  make  sure,  to 
use  the  analogy  used  by  the  Secretary,  not  only  that  we  have  the 
tracks  cleared,  but  that  we  build  the  tracks,  keep  them  clear  work- 
ing with  Commerce  so  the  engine  of  growth,  the  private  sector,  can 
compete  and  win  in  world  markets.  That  is  what  we  do. 

I  am  supposed  to  both  develop  and  coordinate  trade  policy  in  my 
job  as  my  predecessors  did  and  negotiate  agreements.  I  get  as  the 
Secretary  will  tell  you  and  most  of  you  know  deeply  personally  in- 
volved in  every  major  negotiation  we  have. 

One  of  the  things  I  note  and  we  might  talk  about,  Mr.  Chairman, 
is  that  there  has  been  some  reference  to  other  countries  and  how 
they  are  organized.  Well,  let  me  tell  you,  at  least  in  my  30-month 
experience,  this  Administration  led  by  this  President  has  allowed 
me  to  represent  our  country  in  such  a  coordinated  fashion  that  we 
are  better  organized  in  most  cases  than  those  we  negotiate  with. 
And  it  has  been  tremendously  helpful. 

Creating  a  new  trade  super-agency,  if  you  want  to  call  it  that, 
responsible  for  aspects  of  trade  would  bring  I  think  a  host  of  unin- 
tended consequences.  The  individual  in  charge,  whoever  it  is, 
would  literally  not  have  enough  time  to  address  adequately  the 
myriad  responsibilities.  That  person  would  not  be  negotiating  on 
behalf  of  the  United  States  because  of  all  the  responsibilities  that 
I  read  in  the  bills  that  are  in  front  of  you. 

Second,  I  think  it  is  inappropriate  to  combine  the  advocacy  func- 
tion and  the  negotiating  function  together.  I  think  it  creates  an  in- 
herent conflict  of  interest.  And,  last,  I  think  the  most  unintended 
consequence  or  the  most  interesting  is  within  a  relatively  short  pe- 
riod of  time,  there  would  be  a  debate  here  in  the  Congress  on  how 
do  we  create  a  new  USTR  to  coordinate  the  trade  functions  in  the 
Federal  Government.  And  so  we  would  be  right  back  where  we 
were  in  1962. 

I  would  conclude  by  saying  that  in  this  era  of  severe  budget  pres- 
sures, it  is  appropriate  to  ask  the  tough  questions  about  how  to 
serve  the  national  interests.  I  think  we  both  agree  with  that.  And 
we  try  to  do  the  same.  I  came  in  and  we  had  173  people  at  USTR. 
We  now  have  167,  so  we  are  doing  our  part.  We  had  a  budget  of 
$20,454,000.  We  have  a  budget  now  of  $20,900,000.  In  the  last  8 
years,  we  have  gone  down  by  about  $1.8  million  if  you  consider  in- 
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flation.  We  are  very  small,  but  I  think  we  try  to  be  responsive,  we 
try  to  carry  out  our  job,  and,  frankly,  because  I  have  a  seat  and 
so  did  my  predecessors  and  so  will  my  successors  at  the  Cabinet 
table  along  with  the  Secretary  of  Commerce,  we  are  able  to  advo- 
cate on  behalf  of  American  business  and  American  workers,  on  be- 
half of  our  export  policies,  the  kinds  of  areas  we  need  to  address 
that  makes  us  that  much  more  effective. 

This  Administration  recognizes  the  need  to  lead  serious  and  sub- 
stantial efforts  to  reduce  and  then  balance  the  budget,  to  increase 
government  efficiency,  to  cut  government  waste.  President  Clinton 
and  Vice  President  Gore  understand  that  and  they  are  committed 
to  it.  The  deficit  is  down  for  three  years  in  a  row  for  the  first  time 
since  Harry  Truman  was  President.  The  budget  deficit  I  think  is 
projected  to  be  $160  billion  this  year,  $33  billion  less  than  it  was 
projected  to  be. 

President  Clinton  has  mandated  the  reduction  in  federal  services 
of  272,000  people  and  it  is  over  100,000  jobs— 100,000  jobs  are  al- 
ready cut.  And  under  the  leadership  of  Vice  President  Grore  and  the 
Reinventing  Government  Program,  we  have  cut  about  $63  billion 
through  reinventing  government. 

Removing  trade  functions  from  the  Department  of  Commerce  or 
merging  trade  functions  into  a  megabureaucracy  is  not  an  appro- 
priate idea  at  this  time.  It  is  stemming  from  good  intentions.  I  do 
not  quarrel  with  the  kinds  of  concerns  that  have  been  expressed. 
I  do  not  think  the  Secretary  does.  But,  frankly,  by  working  to- 
gether, we  can  achieve  reforms  that  will  advance  our  ability  to  cre- 
ate jobs  and  raise  our  standard  of  living. 

I  guess  my  bottom  line  is,  "If  it  ain't  broke,  don't  fix  it." 

Thank  you. 

[The  statement  of  Mr.  Kan  tor  appears  in  the  appendix.] 

Chairman  GiLMAN.  Well,  I  want  to  thank  both  our  Secretary  and 
our  Ambassador  for  their  extensive  testimony  today  and  I  am  sure 
we  will  have  some  questions  by  our  colleagues. 

Mr.  Brown,  you  stated  that  the  Commerce  Department  is  not  a 
hodgepodge  of  unrelated  functions,  yet,  testimony  given  last  month 
by  the  GAO  in  the  Senate  indicated  the  Department  lacks  a  clear 
focus  and  a  clear  mission.  I  quote  from  the  report  and  it  was  Alan 
I.  Stevens,  Director  of  Federal  Management  and  Workforce  Issues 
that  had  been  testifying  and  he  said  that, 

The  missions  and  functions  of  the  Department  of  Commerce  historically  have  been 
among  the  most  diverse  of  the  Cabinet  Departments  in  the  Federal  Government. 
Because  of  this,  Commerce  historically  has  not  been  managed  on  the  basis  of  a  uni- 
fying mission  and  shared  goals  among  its  various  components. 

I  would  welcome  your  comment  with  regard  to  that. 

Mr.  Brown.  Well,  that  is  a  comment  related  to  the  past,  cer- 
tainly not  to  the  future.  I  stated  that  the  mission  of  the  Commerce 
Department,  Mr.  Chairman,  is  to  enhance  and  ensure  economic  op- 
portunity for  all  the  American  people  and  to  create  opportunities 
for  economic  growth  and  jobs  for  the  American  people.  I  maintain 
that  every  unit  of  the  Department  does  that.  I  think  it  is  doing  it 
more  effectively  now  than  ever.  The  period  of  time  that  that  GAO 
report  covered  dealt  historically  and  not  with  what  we  have  done 
over  the  past  2V2  years.  I  think  the  record  is  clear  about  the  last 
2y2  years,  Mr.  Chairman.  And  as  I  said,  can  we  do  things  better? 
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Do  we  continue  to  try  to  reinvent  ourselves?  Obviously,  we  do.  We 
would  never  argue  that  nothing  can  change.  But  I  think  we  can 
make  a  compelling  case  that  the  units  of  the  Department  and  the 
work  that  we  do  fits  well  together  and  that  there  is  real  synergy 
there. 

Chairman  Oilman.  Thank  you. 

Ambassador  Kantor,  your  testimony  notes  that  the  USTR  bene- 
fits enormously  fi-om  its  position  within  the  Executive  Office  of  the 
President  as  the  President's  chief  trade  negotiator  and  principal 
spokesperson  on  trade  policy. 

The  Office  of  USTR  was  intended  to  be  small  and  flexible  to  en- 
able it  to  shift  resources  quickly  where  most  needed.  Placement  of 
this  office  in  a  new  U.S.  Trade  Administration  will  immerse  the  of- 
fice in  thousands  of  administrative  details  currently  within  the 
Commerce  Department. 

Would  you  care  to  comment  on  that  proposal? 

Mr.  Kantor.  In  the  last  30  months,  we  have  negotiated  151 
trade  agreements  successfully.  As  I  said,  our  exports  have  grown 
enormously  during  that  period  of  time. 

It  is  due  to  two  or  three  reasons.  One,  I  think  we  have  recognized 
the  need  to  level  the  playing  field  to  make  the  rules  fair,  to  also 
understand  we  need  to  enforce  our  trade  laws  and  trade  agree- 
ments and  to  monitor  them  successfully. 

On  the  other  hand,  we  have  also  recognized  that  in  doing  that 
you  need  people  with  great  experience,  expertise  and  focus  as  well 
as  having  the  authority  to,  in  fact,  reach  the  largest  trade  agree- 
ment in  history,  the  Uruguay  Round,  the  largest  regional  trade 
agreement,  the  North  American  Free  Trade  Agreement,  the  largest 
procurement  agreement  in  history  between  any  two  entities,  the 
European  Union  and  the  United  States,  an  IPR  agreement  with 
China,  and  the  recent  auto  agreement  with  Japan.  The  reason  we 
are  able  to  do  that  is  (1)  we  have  the  authority  of  the  President, 
sitting  in  the  Executive  Office  of  the  President;  (2)  we  keep  well 
trained  experienced  people  because  they  are  given  great  respon- 
sibility and  they  are  very  close  to  the  top  of  the  organization  and 
are  given  responsibility  of  that  in  good  communication,  small — I 
would  say  less  is  more  in  this  case.  And  I  do  not  want  to  see  that 
in  any  way  adversely  affected.  I  think  the  Secretary  agrees  with 
me  on  that. 

There  is  a  need  for  trade  promotion,  trade  coordination,  keeping 
technology  coordinated  with  those,  which  the  Secretary  has  talked 
eloquently  about  today.  But  we  need  a  separate  agency  like  USTR 
negotiating  these  agreements,  working  hand-in-glove  with  the  De- 
partment of  Commerce  in  order  to  make  that  function  properly. 

In  addition  to  that,  because  we — USTR — sit  in  the  Executive  Of- 
fice of  the  President  we  are  able  to  provide  the  coordinating  func- 
tion that  Congress  has  designated  us  to  provide  in  order  to  make 
sure  trade  policy  is  carried  out  in  a  way  and  trade  advocacy  in  a 
way  that  is  coordinated  throughout  the  Federal  Government. 

Remember,  whatever  we  do  here,  the  Department  of  Agriculture, 
Department  of  the  Secretary  of  State,  the  Department  of  Transpor- 
tation, the  Council  of  Economic  Advisors,  many  agencies  of  this 
government  have  trade  functions  or  concerns  or  responsibilities. 
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That  is  not  going  to  change.  It  is  the  same  in  every  government  in 
the  world  that  I  have  worked  with. 

We,  frankly,  do  a  much  better  job  in  many  ways  because  we  have 
a  coordinating  agency  that  can  bring  all  these  functions  together. 

Chairman  Oilman.  Secretary  Brown,  you  note  in  your  testimony 
that  as  provided  in  the  Mica  bill,  a  single  agency  cannot  be  both 
trade  negotiator  and  trade  remedy  enforcer,  yet,  does  not  the  Com- 
merce Department  already  have  multiple  roles  that  have  similar 
built-in  conflicts? 

Mr.  Brown.  I  do  not  think  so.  I  think  our  negotiating  role  is  sup- 
portive of  USTR.  We  do  much  of  the  analysis,  much  of  the  kind  of 
backroom  work  that  allows  Ambassador  Kantor  and  his  people  at 
USTR  to  be  such  good  negotiators  because  we  are  providing  the  in- 
formation. 

I  do  not  see  that  as  duplicative  but  rather,  Mr.  Chairman,  as 
complementary.  I  think  it  makes  all  the  sense  in  the  world  to  func- 
tion as  we  have  been  functioning  and  I  think  the  record  speaks  for 
itself.  This  process  is  working  and  working  well. 

Chairman  Oilman.  My  colleagues,  what  is  the  latest  you  can 
stay  with  us? 

Mr.  Brown.  Five  of  one. 

Chairman  Oilman.  Five  to  one.  That  gives  us  about  20-some 
minutes.  I  am  going  to  ask  my  colleagues,  if  you  would,  restrict 
yourself  to  one  question  so  that  we  can  move  right  across  the  entire 
panel. 

Mr.  Oejdenson. 

Mr.  Oejdenson.  Let  me  first  say  that  in  discussions  with  indus- 
try that  have  worked  with  these  agencies  for  many  decades,  I  have 
heard  unanimous  statements  that  these  are  the  very  two  best  indi- 
vidual to  head  these  two  government  activities  in  corporate  history. 
And  these  are  not  people  who  have  a  normal  inclination  to  say  good 
things  about  government.  Mr.  Brown  and  Mr.  Kantor,  I  have  yet 
to  run  into  anyone  who  has  anything  but  the  highest  praise  for 
what  you  do.  And  I  would  say  that  maybe  the  solution  for  some 
would  be  we  could  call  Mr.  Brown  the  Trade  Department  and  we 
could  call  Mr.  Kantor,  the  Trade  Negotiator.  And  that  might  solve 
the  problem,  because  at  the  end  of  the  day  we  are  going  to  need 
a  trade  negotiator  who  focuses  tightly  on  negotiating  and  somebody 
to  run  all  the  rest  of  it. 

Now,  I  think  one  of  the  problems  that  the  two  of  you  have  in  try- 
ing to  understand  what  is  going  on  here,  is  that  it  is  not  based  on 
job  performance.  This  is  based  on  ideology.  And  the  problem  with 
this  ideology,  like  the  Soviet  Unions  is  it  will  damage  America's 
ability  to  compete. 

And  it  seems  to  me  that  our  job  here  is  to  make  sure  that  the 
American  people  and  the  American  industry  understand  the  dam- 
age that  would  be  done  either  taking  a  U.S.  Trade  Rep  and  shack- 
ling him  with  the  day-to-day  operations  of  government  that  you  are 
not  now  responsible  for  or  to  wipe  out  many  of  these  agencies  that 
are  so  critical. 

The  proposals  I  have  seen  provide  for  2  percent  savings  in  the 
budget  of  the  Commerce  Department.  That  can  be  achieved  without 
spending  an  enormous  amount  of  effort  and  money  of  moving  peo- 
ple around. 
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Let  me  just  ask  a  couple  of  quick  questions. 

Chairman  GiLMAN.  Only  one  question,  since  we  are  now  on  a 
vote. 

Mr.  Gejdenson.  Mr.  Kantor,  how  many  people  work  in  your  of- 
fice and  how  many  work  in  the  Commerce  Department? 

Mr.  Kantor.  Well,  I  can  only  speak  for  my  office.  It  is  167  plus 
34  detailees. 

Mr.  Gejdenson.  So  you  have  under  200  employees. 

The  Commerce  Department,  covering  a  wide  range  of  activity 
has? 

Mr.  Brown.  For  International  Trade  Administration,  we  have 
2300  people. 

Mr.  Gejdenson.  So  we  are  going  to  take  a  Trade  Rep  that  is  a 
fine-tuned  fighting  machine  that  frankly  has  done  superb  work  and 
whoever  this  new  head  is  is  going  to  have  to  pay  attention  to  all 
that  other  trade  activity. 

This  does  not  make  sense.  It  may  sound  good  in  a  political 
speech,  but  it  would  be  disastrous  for  our  economy.  These  two  gen- 
tlemen have  created  more  jobs  in  the  last  2  years  than  any  of  their 
predecessors.  It  is  working  well.  It  would  be  an  assault  on  the  econ- 
omy of  this  country.  I  would  ask  my  colleagues,  again,  just  go  read 
the  information  at  NSA  on  what  other  countries  are  trying  to  do 
to  us  and  it  seems  to  me  that  if  we  pass  this  legislation,  we  will 
be  doing  more  damage  to  the  United  States  than  they  are. 

Chairman  GiLMAN.  Mr.  Roth. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

I  have  no  argument  with  Secretary  Brown  and  Ambassador 
Kantor  as  far  as  the  job  you  are  doing.  I  have  to  agree  with  Mr. 
Gejdenson.  I  think  you  are  doing  a  good  job.  But  the  point  is  that 
our  government  has  become  too  big  and  we  have  to  downsize.  I  do 
not  know  why  Commerce  was  picked  first.  I  probably  would  have 
picked  Education,  but  then  you  have  the  teachers  mad  at  you.  Or 
Labor,  then  you  get  the  unions  mad  at  you.  With  Commerce,  it 
does  a  lot  for  business,  but  business  does  not  say  very  much. 

Let  me  say  this.  We  have  19  Federal  agencies  involved  in  ex- 
ports, Mr.  Kantor.  Certainly,  we  have  to  bring  them  under  one  um- 
brella. People  are  tripping  over  each  other's  luggage  in  Tokyo  Air- 
port. Is  that  not  why  the  Japanese  always  seem  to  be  getting  the 
upper  hand? 

Mr.  Kantor.  One,  they  are  not 

Mr.  Roth.  I  am  trying  to  play  devil's  advocate  here. 

Mr.  Kantor.  I  know  you  are.  We  have  had  16  trade  agreements 
with  the  Japanese  since  we  have  been  in  office  in  30  months.  If  you 
would  just  take  the  cellular  telephone  agreement  is  one  example. 
Before  that  agreement,  the  year  before  the  agreement,  we  sold 
42,000  American-made  cellular  telephones  in  the  Tokyo  Ngoye 
area.  Today,  we  are  selling  472,000  in  the  first  year  of  this  agree- 
ment. An  amazing  rise  in  that.  We  are  doing  very  well  because  of 
the  way  we  have  organized  this  trade  function  in  the  Federal  Grov- 
ernment. 

Let  me  just  say  you  cannot  take  away  the  trade  responsibility  of 
the  Secretary  of  the  Treasury.  He  is  going  to  always,  or  she  will 
always  have  that  responsibility  or  should.  Or  the  Department  of 
Agriculture.  Secretary  Glickman,  it  could  be  a  man  or  woman  in 
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the  future,  is  always  going  to  have  serious  trade  responsibiHties. 
Or  Department  of  Commerce  or  the  Secretary  of  State,  as  you 
know,  in  transportation  and  other  areas  has  trade  responsibiHties 
and  should  have.  And  this  Secretary — let  me,  just  one  more,  and 
I  am  sorry  to  go  on. 

The  fact  is  we  need  to  coordinate  those  and  that  is  why  USTR 
is  so  important.  We  need  one  negotiator  for  most  cases  and  we 
need  someone  to  coordinate  and  someone  to  be  the  President's  chief 
policy  advisor.  And  I  was  obviously  serious  when  I  said  if  we  take 
away  the  USTR  and  make  it  into  some  super-bureaucracy,  we  will 
be  right  back  here  in  a  few  years — ^you  will  ask  me  and  I  will  be 
somewhere,  wherever  I  will  be  and  you  will  call  me  back  and  I  will 
say,  "Well,  let  us  create  it  again." 

Mr.  Roth.  The  chairman  has  got  a  heavy  gavel  and  time  is  lim- 
ited. You  know,  if  we  could  get  some  suggestions  from  you  on  what 
we  should  be  doing  in  this  area  it  would  help,  because  we  have  to 
do  something.  I  feel  that  I  am  constrained  here,  but  I  would  like 
to  get  some  guidance 

Mr.  Brown.  Just  very  quickly,  Congressman  Roth,  but  I  hope 
you  understand  that  the  legislation  you  are  now  considering  does 
nothing  that  you  just  suggested.  You  suggested  bringing  all  these 
together,  I  assume  you  are  talking  about  Ex-ImBank  and  OPIC 
and  TDA.  The  legislation,  the  Mica  bill  does  none  of  that.  It  focuses 
on  two  arms  of  the  Commerce  Department  and  pulls  them  together 
with  USTR.  So  your  goal  would  not  be  accomplished  in  the  legisla- 
tion that  you  are  considering. 

Chairman  GiLMAN.  Mr.  Moran. 

Mr.  Moran.  Mr.  Chairman,  I  am  glad  you  had  these  hearings  be- 
cause we  really  need  to  look  carefully  at  this  function.  It  is  on  a 
fast  track  and  it  ought  not  be  on  track  at  all.  It  is  budget  driven. 
And  I  think  it  is  politically  inspired.  But,  you  know,  when  you  look 
at  the  budget  savings,  they  are  not  from  reorganizing  the  Depart- 
ment of  Commerce,  from  changing  any  of  the  functions,  it  is  by 
eliminating  EDA  and  ATP  and  taking  a  25  percent  budget  cut.  You 
could  do  that  now  without  messing  around  with  the  agency,  itself. 

And,  you  know,  in  terms  of  the  politics  behind  this,  when  it  was 
Bush  Gardens  or  when  Maurice  Stans  was  running  it  or  Bob 
Mosbacher,  any  of  the  number  of  others  who  made  it  a  political  pa- 
tronage dumping  ground,  I  never  heard  any  of  these  proposals  to 
reform  the  thing. 

And  now  it  is  one  of  the  most  dynamic  agencies  in  the  govern- 
ment. It  is  the  most  aggressively  managed.  We  hear  from  small 
businesses,  large  businesses  across  the  board  that  the  Commerce 
Department  is  really  making  a  difference.  This  is  the  last  agency 
we  ought  to  be  looking  at. 

There  are  a  lot  of  things  we  could  be  doing.  I  wish  we  could  make 
the  Patent  and  Trademark  Office  self-funding  with  their  own  fees. 
That  would  make  a  lot  of  sense. 

Mort  Condraki's  idea  to  set  up  a  Hoover  Commission  like  we  had 
70  years  ago.  We  ought  to  take  a  broad  comprehensive  look  at  gov- 
ernment, but  we  should  not  be  driven  by  the  motivations  that  are 
behind  this  proposal.  And  what  is  going  to  happen  is  5  years  from 
now,  Mr.  Chairman,  we  are  going  to  be  figuring  out  where  we  can 
get  the  resources  to  startup  these  functions,  to  help  businesses,  to 
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stimulate  new  technological  developments,  to  take  advantage  of 
overseas  market  opportunities  and  we  are  not  going  to  have  those 
resources  and  we  are  not  going  to  have  the  people  and  the  organi- 
zation that  are  doing  such  a  good  job  now. 

Just  one  point.  In  today's  Washington  Post,  you  know,  the  first 
effort  at  this  kind  of  thing  was  in  the  Postal  Service.  We  saved  sup- 
posedly 47,000  jobs.  Today,  the  Post  reports  that  Marv  Runyon 
wants  to  hire  35,000  more  people  because  he  does  not  have  enough 
people  to  carry  out  the  function  effectively.  It  is  costing  more 
money  to  perform  the  functions  with  the  reduced  staff  and  the  new 
people  are  brought  in  because  they  do  not  have  the  experience. 
This  is  just  the  kind  of  thing  that  will  come  back  and  haunt  us. 
It  is  a  bad  idea  and  I  would  hope  that  you  will  not  support  it,  Mr. 
Chairman,  and  this  hearing  will  put  the  kind  of  light  on  it  that  will 
show  we  ought  to  kill  this  before  it  is  given  any  more  credence. 
Thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  Thank  you,  Mr.  Moran. 

Mr.  Manzullo. 

Mr.  Manzullo.  Thank  you  very  much. 

First  of  all,  let  me  commend  both  of  you  gentlemen  for  what  I 
believe  is  the  exemplary  work  you  are  both  doing  and  for  the  gra- 
ciousness  that  you  have  shown  our  office.  I  would  just  make  a  com- 
ment, then  we  have  to  go  vote,  Mr.  Kantor,  you  said  that  we  do 
not  want  to  create  a  mega-agency  that  has  interrelated  trade  func- 
tions that  we  cannot  understand. 

I  would  just  invite  you  to  take  a  look  at  that  chart  that  was  pre- 
pared by  your  office  to  show  the  interrelationship  with  the  19  dif- 
ferent departments.  I  mean  what  I  had  asked  somebody  from  your 
office,  I  asked  the  Department,  I  said,  "Please  take  the  initiative 
yourself  to  clean  that  thing  up  and  to  make  it  so  that  it  moves  a 
lot  more  fluidly."  And  then  we  will  take  a  look  at  it  and  say,  "Fine. 
If  you  can  fix  the  ship  where  it  is  broken,  we  will  accept  your  rec- 
ommendations." And  I  am  still  willing  to  do  that.  Thank  you. 

Chairman  GiLMAN.  Thank  you,  Mr.  Manzullo. 

I  am  informed  we  have  6V2  minutes  left. 

Mr.  Menendez? 

Mr.  Menendez.  Mr.  Chairman,  I  will  be  brief.  I  think  eliminat- 
ing the  Department  of  Commerce  is  a  unilateral  disarmament  at 
a  time  that  we  cannot  afford  it.  And  I  just  want  the  Secretary  to 
hopefully  answer  this  question  as  briefly  as  possible. 

The  previous  panel  described  the  reasons  for  this  as  (1),  if  I  can 
categorize  them,  "we  are  getting  our  butt  kicked  across  the  world 
in  terms  of  trade."  And  I  think  that  Ambassador  Kantor  has  re- 
futed that;  but  I  would  hope  he  would  answer.  You  had  16  trade 
agreements  in  30  months.  How  many  were  there  in  the  last  4  years 
with  reference  to  Japan? 

Secondly,  that  we  should  narrow  our  focus  and  I  would  like  the 
Secretary  to  respond  to  that  and  that  we  can  save  $8  billion.  Those 
are  the  reasons  being  bandied  here  from  the  previous  panel  for 
over  an  hour.  I  would  like  you  to  be  able  to  narrowly  focus  that. 
And  what  is  the  consequence  on  the  Census  as  well? 

Mr.  Brown.  Well,  for  the  last  question,  we  maintain  there  would 
be  no  saving.  It  would  cost.  The  Chrysler  bill  would  in  fact  cost  the 
American  taxpayer  money.  Many  items  were  left  out  of  his  calcula- 
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tion,  including  the  ramp-up  for  the  2000  Census.  We  could  not  do 
a  2000  Census  under  the  provisions  of  this  legislation.  The  re- 
sources would  not  be  there  to  do  it.  We  could  not  close  the  weather 
offices  that  are  scheduled  to  be  closed  if  we  cannot  launch  our 
weather  satellites.  That  has  been  mandated  by  the  Congress.  There 
are  about  $5  billion  of  costs  that  were  not  included  in  the  cost-cut- 
ting estimates. 

In  addition,  nothing  is  in  there  for  close-out  costs.  What  happens 
to  the  costs  that  it  takes  to  do  the  kinds  of  transfers  that  are  being 
recommended?  That  is  why  I  have  called  the  proposal  nothing  but 
box-shifting  that  loses  efficiency  and  that,  in  fact,  ends  up  costing 
money. 

Chairman  Oilman.  My  colleagues,  we  have  less  than  5  minutes 
left  to  go  vote. 

I  want  to  thank  Ambassador  Kantor  and  Secretary  Brown. 

Mr.  Menendez.  Mr.  Chairman,  could  we  just  briefly  get  Ambas- 
sador Kantor's  question.  It  is  just  a  numerical  number. 

Chairman  GiLMAN.  I  also  would  like  to  ask  Ambassador  Kantor 
and  Secretary  Brown  in  light  of  that  tight  schedule  some  of  our 
members  have  questions  we  would  like  to  submit  in  writing  to  you. 

Mr.  Brown.  Absolutely. 

Chairman  Oilman.  But  go  ahead,  Mr.  Kantor. 

Mr.  Kantor.  I  do  not  know  exactly  the  number.  It  is  much  less 
than  16,  but  I  will  provide  that  for  record.  I  do  not  know  the  exact 
number. 

Mr.  Menendez.  Mr.  Chairman,  I  know  we  have  to  leave,  but  I 
was  just  wondering,  Mr.  Chrysler  said  that  they  were  trying  to 
save  money  and  that  we  needed  to  downsize.  The  Department  of 
Commerce  is  here  at  $2.9  billion.  We  have  Agriculture  with  $60.8 
billion.  If  you  want  to  start  cutting  and  saving,  it  seems  to  me  that 
you  would  go  to  the  Agriculture  Department  where  there  is  $60  bil- 
lion spent  annually  rather  than  deal  with  the  Commerce  Depart- 
ment where  there  are  $2  billion  annually.  It  does  not  make  sense 
to  me,  but  none  of  this  stuff  really  makes  sense. 

Chairman  Oilman.  The  committee  stands  in  recess. 

[Recess.] 

Mr.  Bereuter  [presiding].  To  expedite  our  activities,  I  would  like 
to  reconvene  the  committee  and  introduce  members  of  our  third 
panel,  distinguished  representatives  from  the  business  sector  and 
I  will  mention  a  few  details  about  them  at  this  time  as  we  prepare 
to  resume. 

Dr.  Paul  Freedenberg  is  an  international  trade  consultant  with 
the  Washington  firm.  Baker  &  Botts,  since  1989.  He  specializes  in 
general  international  trade  issues  as  well  as  technology  transfer, 
export  licensing,  export  financing,  and  export  enforcement.  Pre- 
viously, Dr.  Freedenberg  has  served  as  a  First  Under  Secretary  for 
Export  Administration  at  Department  of  Commerce,  Assistant  Sec- 
retary for  Trade  Administration  and  Staff  Director  for  the  Senate 
Banking  Committee,  Subcommittee  International  Finance.  He  has 
also  put  in  an  awful  lot  of  time  on  conferences  on  the  Export  Ad- 
ministration Act. 

Mr.  Ray  Oarcia  is  vice  president  for  public  policy  and  govern- 
mental affairs  for  Rockwell  International  Corporation,  highly  diver- 
sified, high-technology  company.  He  is  a  former  chairman  of  the 
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Legislative  Affairs  Council,  Electronics  Industries  Association.  The 
Electronics  Industries  Association  has  been  the  national  trade  or- 
ganization representing  U.S.  electronic  manufacturers  for  more 
than  70  years,  and  a  good  friend. 

Mr.  Howard  Lewis,  III,  Mr.  Lewis  is  vice  president  for  trade  and 
technology  policy  department  of  the  National  Association  of  Manu- 
facturers and  is  responsible  for  dealing  with  Congress  on  matters 
relating  to  U.S.  international  trade,  finance,  investment  and  tech- 
nology policies.  He  previously  held  the  position  of  Executive  Direc- 
tor of  Research  and  Publications  for  the  International  Management 
and  Development  Institute. 

Gentlemen,  thank  you  very  much  for  your  time,  your  patience 
and  for  your  preparation  work  for  your  testimony.  We  very  much 
look  forward  to  having  your  testimony.  Our  members  will  be  re- 
turning very  shortly,  but  I  am  asked  to  proceed  at  this  point.  Your 
full  statements  will  be  made  a  part  of  the  record  and  I  would  ask 
each  of  you  to  take  5  or  8  minutes  and  try  to  summarize  or  read 
as  you  see  fit  within  that  time.  And  I  guess  we  will  just  go  down 
the  order  suggested  to  me. 

Dr.  Freedenberg,  you  may  proceed  as  you  wish. 

STATEMENT  OF  PAUL  FREEDENBERG,  BSTTERNATIONAL 
TRADE  CONSULTANT,  BAKER  &  BOTTS 

Mr.  Freedenberg.  Thank  you. 

I  am  pleased  to  be  able  to  testify  on  the  subject  of  the  proposed 
abolishment  of  the  Commerce  Department.  As  a  former  Assistant 
Secretary  for  Trade  Administration  and  Under  Secretary  for  Export 
Administration  during  President  Reagan's  second  term,  I  think  I 
can  speak  on  the  topic  before  you  with  some  expertise. 

I  will  summarize  my  testimony  and  emphasize  an  area  that  I 
think  has  not  been  talked  about  in  great  detail,  which  is  the  area 
of  Export  Administration  and  how  that  might  be  organized. 

As  I  say  in  my  testimony,  if  I  had  my  choice  I  would  not  begin 
with  the  Commerce  Department,  but  I  was  asked  to  comment  in 
terms  of  reorganization  or  abolishment.  I  was  asked  to  comment  on 
how  trade  might  be  organized  if  that  were  to  occur.  And,  so,  I  will 
talk  about  how  one  might  organize  a  successor  organization. 

Turning  to  the  trade  functions,  at  first  glance,  there  seem  to  be 
a  vast  array  of  alternatives  with  regard  to  reorganizations.  But  I 
would  argue  that  there  are  really  only  two  basic  options,  with  vari- 
ations on  which  particular  functions  you  want  to  retain  and  which 
you  think  you  can  eliminate  within  these  two  basic  structures. 

Option  1  restructures  the  activities  essentially  along  the  line  that 
Congressman  Mica  has.  And  if  you  look  at  that  approach,  one  of 
the  big  advantages  that  you  have  is,  turning  to  my  comments,  that 
this  consolidates  two  agencies  into  one,  and  because  one  of  the 
agencies  is  already  headed  by  an  ambassador  with  a  Cabinet  rank, 
the  problem  of  a  seat  at  the  President's  Cabinet  table  is  solved 
without  creating  a  new  department. 

But  one  of  the  problems  that  you  have  is  that  this  concept,  it  has 
been  argued  by  critics,  mixes  trade  negotiations  with  trade  pro- 
motion, thereby  undermining  the  credibility  of  U.S.  trade  negotia- 
tion initiatives.  It  also  takes  the  President's  close  trade  advisor  out 
of  his  or  her  current  role  as  White  House  Trade  Coordinator,  but 
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creates  an  unclear  status  with  regard  to  the  importance  and  the  re- 
lation of  this  individual  to  other  Secretaries  or  Departments.  He  or 
she  would  not  hold  the  rank  of  Secretary;  rather,  he  or  she  would 
continue  to  hold  the  rank  of  Ambassador.  This  creates  a  degree  of 
ambiguity  with  regard  to  the  importance  of  this  new  line  agency. 

Finally,  it  is  unclear  how,  if  the  proposal  is  to  create  a  U.S.  and 
FCS  as  a  government  corporation,  it  is  unclear  how  this  would 
function.  But,  importantly,  the  new  commercial  service  should  not 
be  put  directly  under  the  U.S.  Trade  Representative,  since  such  a 
move  could  change  its  mission  from  trade  promotion  to  trade  infor- 
mation gathering,  or  certainly  confuse  these  two  functions  to  the 
detriment  of  both. 

Again,  I  really  want  to  talk  about  these  as  options  and  then  talk 
about  how  trade  administration  would  be  done  under  either  of 
these  options. 

The  second  option  is  a  very  simple  one  which  is  that  it  takes  Ex- 
port Administration  and  International  Trade  Administration  and 
spins  them  off  from  the  Commerce  Department  and  then  essen- 
tially creates  a  Department  of  Trade  from  those  two  functions.  It 
does  not  bring  the  USTR  into  that  structure. 

The  problem  with  this  option  is  that  if  one  of  the  major  objectives 
is  to  eliminate  a  Cabinet  level  department,  in  this  dismemberment 
scenario,  once  Commerce  is  eliminated,  there  could  be  no  new  de- 
partment to  replace  it.  If  that  is  the  case,  then  the  new  trade  de- 
partment would  not  have  Cabinet  status.  In  such  a  scenario,  the 
department  would  become  a  tradeoffice.  However,  both  S3rmbolically 
and  in  terms  of  the  relationship  to  other  departments,  this  would 
be  a  significant  disadvantage.  Trade  and  business  would  no  longer 
have  Cabinet  representation  except  through  USTR.  And  to  add  to 
this  ambiguity,  what  would  be  the  relationship  of  this  new  sub- 
Cabinet  office  to  the  Cabinet  ranked  USTR.  It  is  hard  to  imagine 
this  option  working  if  the  new  tradeoffice  is  not  made  into  a  trade 
department. 

Now,  those  are  the  two  structures  and  the  problems  that  one 
might  have  with  either  of  those  structures,  but  a  variation  that 
could  be  added  to  either  of  these  structures  would  be  to  enhance 
the  trade  administration  within  either  structure  by  adding  the  Mu- 
nitions List  licensing  responsibilities  of  the  State  Department  and 
also  the  Munitions  List  and  Dual  Use  functions  of  the  Defense  De- 
partment and  the  Energy  Department,  as  well  as  the  sanctions  li- 
censing functions  of  Treasury  into  a  new  office  of  strategic  trade. 
This  would  be  based  on  bills  introduced  in  the  1980's  by  Senators 
Jake  Garn  and  John  Heinz. 

It  would  have  the  advantage  of  consolidating  the  duplicative 
functions  of  licensing  now  carried  out  by  three  separate  agencies, 
Commerce's  BXA,  State's  Office  of  Defense  Trade,  and  the  Treasury 
Office  of  Foreign  Asset  Control  under  one  regulator  who  could  co- 
ordinate and  eliminate  the  current  interagency  battles. 

It  would  eliminate  time-consuming  reviews  of  two  additional 
agencies.  Defense  and  Energy,  whose  experts  could  be  reassigned 
to  the  new  agency.  Such  an  office  could  eliminate  hundreds  of  du- 
plicative bureaucrats  and  their  functions  which  are  currently 
spread  across  five  separate  departments,  each  one  issuing  licenses 
or  undertaking  license  reviews  in  its  own  peculiar  way.   But  it 
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would  also  eliminate  the  absurdity  of  exporters  having  to  deal  with 
dueling  engineers,  each  putting  forward  its  own  agency's  interpre- 
tation of  specifications  of  a  proposed  export,  unable  to  come  to  a 
final  conclusion  with  regard  to  whether  a  license  ought  to  be  ap- 
proved or  not. 

On  the  grounds  of  pure  efficiency,  which  is  why  the  original  pro- 
posal to  dismantle  Commerce  was  put  forward,  this  option  obvi- 
ously makes  a  great  deal  of  sense.  Nonetheless,  as  a  former  Under 
Secretary  of  Commerce,  I,  as  much  as  anyone,  am  aware  of  the 
strong  constituencies  for  the  licensing  and  review  operations  that 
I  have  proposed  for  consolidation. 

Indeed,  Congressman  Chrysler's  bill  would  consolidate  Commerce 
licensing  operations  by  sending  them  to  the  State  Department  and 
Senator  Abraham's  bill  would  send  those  functions  to  DoD.  I  would 
argue,  however,  that  this  year  alone  will  see  approximately  70,000 
export  licenses  processed  outside  the  Commerce  Department,  at  the 
State  Department  and  the  Treasury  Department,  and  if  there  ever 
were  a  case  of  bureaucratic  and  regulatory  sprawl  and  confusion, 
it  would  be  the  current  export  licensing  maze  that  our  Nation's  ex- 
porters are  forced  to  confront. 

With  a  failure  to  pass  any  new  legislation  since  1988,  when  the 
Berlin  Wall  still  stood  and  the  Iran-Iraq  War  still  raged,  this  has 
been  a  neglected  area  of  regulatory  reform.  While  the  Bureau  of 
Export  Administration  has  shown  a  recognition  of  the  post-war 
world  in  which  our  high  technology  industries  have  to  operate,  by 
reducing  and  revising  its  target  and  control  lists,  new  embargoes 
and  new  responsibilities  have  added  layers  of  new  regulations  at 
the  other  agencies  responsible  for  export  controls. 

The  result  is  a  labyrinth  of  export  control  regulations  through 
which  an  exporter  must  navigate  before  he  feels  comfortable  in 
shipping  his  goods  or  services  out  of  the  country. 

If  your  purpose  is  to  provide  government  efficiency  and  to  trim 
the  size  of  government,  certainly  it  would  make  sense  to  consider 
consolidating  these  licensing  functions.  Licensing  officers  and  tech- 
nical experts  from  State,  Defense,  Energy,  and  Treasury  could  be 
brought  over  into  this  new  operation. 

There  is  an  important  variation,  however,  from  the  original  legis- 
lation that  had  been  proposed  by  Senators  Heinz  and  Gam.  That 
variation  would  be  that  under  this  structure,  policymaking  would 
remain  an  interagency  process  just  as  it  is  today.  Policy  setting  and 
review  functions  would  remain  with  the  respective  departments 
they  now  reside.  And  this  having  been  established,  I  still  see  no 
reason  why  license  processing  and  expert  information  about  the 
relevant  export  regulations  could  not  be  put  into  one  agency  to  cre- 
ate a  one-stop  shop  for  American  exporters. 

Currently,  many  exporters  do  not  even  know  which  regulatory 
agency  has  jurisdiction  over  their  proposed  export.  This  is  both  un- 
fair and  unacceptable,  when  one  realizes  that  there  are  criminal 
penalties  for  noncompliance  with  our  export  control  regulations  and 
embargoes. 

The  proposed  Commerce  Department  reorganization  or  dis- 
memberment legislation  is  a  golden  opportunity  for  this  much- 
needed  reform  and  consolidation.  Of  course,  the  same  reorganiza- 
tion could  occur  if  the  Commerce  Department  were  not  dismantled. 
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The  Office  of  Strategic  Trade  could  replace  the  current  Bureau  of 
Export  Administration,  either  within  the  Commerce  Department, 
or  within  an  independent  agency  structure. 

I  also  talked  about  the  need  in  any  new  department  to  have  the 
National  Institute  of  Standards  and  Technology,  since  standards 
are  frequently  used  as  a  way  of  cutting  U.S.  exports  out  of  foreign 
markets.  And,  finally,  I  also  note  that  while  we  are  talking  about 
consolidation,  we  have  to  be  careful  not  to  eliminate  the  Office  of 
Agreements  Compliance  within  the  Import  Administration.  I  also 
had  responsibility  for  Import  Administration,  and  I  feel  very 
strongly  that  if  we  did  not  have  a  very  strong  Agreements  Compli- 
ance Office,  a  number  of  the  trade  agreements  that  we  reach  would 
not  have  been  lived  up  to.  We  simply  have  to  monitor  these  things 
very,  very  closely. 

We  find  that  when  we  reach  agreements,  for  example,  on  ma- 
chine tools  or  on  semiconductors  or  on  various  minerals  and  prod- 
ucts with  foreign  countries,  we  find  them  coming  into  the  country 
in  other  forms.  If  we  did  not  have  a  very  strong  enforcement  of 
those  agreements,  we  would  find  that  the  agreement  would  be  null 
and  void. 

I  think  I  will  stop  at  this  point  and  I  will  be  happy  to  take  any 
questions. 

[The  statement  of  Mr.  Freedenberg  appears  in  the  appendix.! 

Mr.  Bereuter.  Thank  you  very  much.  Dr.  Freedenberg. 

Mr.  Raymond  Garcia,  would  you  please  proceed  as  you  wish? 

STATEMENT  OF  RAYMOND  GARCIA,  VICE  PRESIDENT,  PUBLIC 
POLICY  AND  GOVERNMENTAL  AFFAIRS,  ROCKWELL  INTER- 
NATIONAL CORPORATION 

Mr.  Garcia.  Thank  you  very  much,  Mr.  Chairman. 

Since  the  entire  statement  is  going  to  be  printed  in  the  record 
and  in  the  interest  of  time,  I  will  just  summarize  the  main  points 
that  we  want  to  make. 

First  of  all,  our  testimony  is  on  behalf  of  the  Electronic  Indus- 
tries Association  and  the  Telecommunications  Industry  Association. 
Frankly,  we  are  concerned  and  a  little  disturbed  over  the  legisla- 
tion to  dismantle  the  Department  of  Commerce. 

We  are  particularly  concerned  that  in  the  drive  to  reduce  govern- 
ment spending,  that  critical  government  services  to  job  expansion 
and  to  the  vitality  of  the  U.S.  economy  could  be  discarded  without 
sufficient  thought  or  consideration. 

In  particular,  the  proposals  to  dismantle  the  Department  of  Com- 
merce have  elements  that  could  negatively  effect  the  trade  advo- 
cacy, negotiation,  promotion,  analysis  and  regulatory  functions  that 
are  essential  to  our  industry. 

The  elimination  or  downgrading  of  certain  targeted  operations 
could  impair  the  competitiveness  of  U.S.  industry  and  result  in  job 
losses  and  other  economic  costs  that  far  outweigh  any  immediate 
budgetary  savings. 

I  am  going  to  talk  mainly  about  the  trade  services  of  the  Depart- 
ment of  Commerce,  because  those  are  the  ones  that  most  directly 
affect  the  companies  in  our  industry.  We,  for  the  most  part,  have 
found  that  the  Department  of  Commerce  has  operated  as  good  as 
ever.  In  fact,  perhaps  better  than  ever.  I  have  a  certain  vantage 
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point  over  that  because  I  started  in  the  Department  of  Commerce 
in  the  Eisenhower  Administration  and  was  there  for  11  years.  And 
my  last  position  there  was  the  Executive  Secretary  of  the  Cabinet 
Committee  on  Export  Expansion,  which  was  pretty  much  Hke  the 
TPCC  today.  So  I  have  been  able  to  look  at  how  the  Department 
of  Commerce  has  operated  and  I  must  say  it  is  efficient,  it  is  effec- 
tive and  it  has  been  a  greater  advocate  for  U.S.  business  than  at 
any  other  time,  at  least  in  my  experience. 

So  we  look  at  proposals  to  dismantle  the  Department  of  Com- 
merce with  sort  of  a  jaundiced  eye.  And  when  people  talk  about  the 
Department  of  Commerce  not  being  as  good  as  they  would  like  it 
to  be,  perhaps  they  do  not  have  the  experience  I  have  had  with  it. 

We  are  particularly  pleased  with  how  ITA  has  been  operating. 
We  believe  that  the  Bureau  of  Export  Administration  has  also  been 
operating  extremely  well  and  there  are  other  parts  of  the  Depart- 
ment of  Commerce  that  are  importantly  involved  in  international 
trade  as  well.  For  example,  elements  of  the  National  Telecommuni- 
cations Information  Administration  and  the  National  Institute  of 
Standards  and  Technology. 

We  believe  that  all  of  the  trade  functions  in  the  government 
should  be  consolidated  into  one  cabinet-level  agency.  And  we 
should  not  just  stop  at  those  functions  that  are  in  the  Department 
of  Commerce.  As  has  been  pointed  out  earlier  today,  there  are 
trade  functions  in  many  of  the  other  departments  as  well.  That  is 
why  we  think  that  the  Mica  bill  makes  a  great  contribution  to  this 
whole  debate.  It  consolidates  most  of  the  trade  functions  of  the  De- 
partment of  Commerce  in  one  agency.  And,  as  Mr.  Mica  has  indi- 
cated, he  thinks  that  this  is  just  a  first  step.  So  we  would  hope  that 
in  the  hearings  that  are  going  to  be  held  by  Mr.  Roth  on  September 
6  and  in  further  hearings  that  this  committee  might  hold  on  this 
subject  that  you  will  think  not  just  "within  the  box,"  but  go  "out- 
side of  the  box"  and  use  this  opportunity  to  really  prepare  a  plan 
for  developing  the  kind  of  a  trade  agency  that  we  need  for  the  21st 
century. 

I  would  be  happy  to  answer  any  questions.  Thank  you. 

[The  statement  of  Mr.  Garcia  appears  in  the  appendix.] 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Garcia. 

Mr.  Lewis,  you  may  proceed. 

STATEMENT  OF  HOWARD  LEWIS  III,  VICE  PRESIDENT,  TRADE 
AND  TECHNOLOGY  POLICY  DEPARTMENT,  NATIONAL  ASSO- 
CIATION OF  MANUFACTURERS 

Mr.  Lewis.  Thank  you  very  much,  Mr.  Chairman. 

We  appreciate  the  invitation  to  testify  in  today's  hearings  on  the 
Department  of  Commerce  and  I  am  obviously  discussing  this  issue 
against  the  backdrop  of  proposals  to  dismantle  the  Commerce  De- 
partment altogether,  eliminating  a  few  of  its  functions  and  moving 
the  rest  to  other  government  agencies. 

This  would  obviously  have  enormous  implications  for  U.S.  trade 
and  export  policy  which  is  the  subject  I  would  like  to  address  in 
my  testimony  this  afternoon. 

United  States  industry  has  a  stake  in  anything  that  is  done  to 
change  the  trade  and  export  functions  at  Commerce.  No  other  part 
of  the  U.S.  economy  is  as  affected  by  trade  flows  as  the  manufac- 
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turing  sector.  Nearly  84  percent  of  U.S.  merchandise  exports  and 
84  percent  of  our  merchandise  imports  are  manufactured  products. 

I  would  like  to  call  the  committee's  attention  to  a  new  report, 
"Why  Exports  Really  Matter,"  published  by  the  Institute  for  Inter- 
national Economics  with  support  from  the  NAM.  The  report  shows 
that  exporters  and  their  workers  are  far  better  off  than 
nonexporters  across  a  broad  range  of  criteria.  Workers  in  exporting 
plants  on  average  earn  15  percent  more,  but  in  some  cases  this  dif- 
ference can  be  as  great  as  25  percent.  Benefit  levels  are  between 
25  percent  and  45  percent  higher.  Exporting  plants  are  30  to  50 
percent  more  productive  than  nonexporting  plants.  Out  of  a  list  of 
15  modem  manufacturing  technologies,  exporters  employ  40  per- 
cent of  these  in  their  plants  than  do  nonexporters.  And,  finally, 
failure  rates  in  exporting  plants  may  be  30  percent  less. 

That  is  not  all.  These  benefits  seem  to  show  up  once  a  firm 
makes  a  commitment  to  exporting,  not  after  it  reaches  a  certain 
level  or  intensity  of  exporting.  And  the  benefits  show  up  across  the 
broad  range,  big  companies  and  small  companies.  Benefits  of  ex- 
porting in  other  words  do  not  just  go  to  the  big  multinational  firms. 

A  copy  of  this  report  was  sent  to  every  Member  of  Congress  the 
week  before  last.  I  would  be  happy  to  submit  a  copy  for  today's 
hearing  record. 

Mr.  Bereuter.  Without  objection,  it  will  be  a  part  of  the  hearing 
record. 

[The  report  appears  in  the  appendix.] 

Mr.  Lewis.  This  leads  me  back  to  the  subject  of  my  testimony, 
the  trade  and  export  functions  of  the  Commerce  Department.  The 
nam's  position  on  this  matter  can  be  stated  succinctly.  We  believe 
that  the  core  elements  of  Commerce's  trade  and  export  functions 
should  remain  together  under  the  leadership  of  a  Cabinet  rank  offi- 
cial. 

Until  recently,  the  House  was  primarily  focused  on  H.R.  1756, 
the  Department  of  Commerce  Dismantling  Act,  which  heads  in  the 
opposite  direction  from  our  recommendations.  This  legislation 
would  move  Commerce's  trade  and  export  functions  to  at  least  five 
different  agencies  and  eliminate  some  of  the  functions  which  we 
cannot  afford  to  lose. 

Alternative  legislation  to  H.R.  1756  has  been  introduced  in  the 
House.  This  legislation,  the  Trade  Reorganization  Act  of  1995,  H.R. 
2124,  is  more  in  line  with  the  NAM  approach  I  have  just  men- 
tioned. We  need  to  review  this  legislation  with  our  members  before 
taking  a  formal  position  on  it.  But  here  are  some  of  the  things  that 
we  will  be  looking  at  in  any  plan  of  this  sort. 

First,  we  must  preserve  the  ability  of  the  United  States  to  par- 
ticipate in  international  trade  negotiations.  Roughly  40  to  45  per- 
cent of  the  work  done  by  Commerce's  International  Trade  Adminis- 
tration, the  ITA,  outside  of  trade  law  administration,  goes  to  con- 
ducting international  negotiations  or  supporting  the  U.S.  Trade 
Representative  in  such  negotiations. 

The  importance  of  this  ITA  work  I  am  happy  to  say  seems  to  be 
more  widely  recognized  among  Members  of  Congress  than  it  was 
a  few  weeks  ago.  ITA,  however,  is  not  the  only  part  of  Commerce 
to  play  an  important  role  in  international  trade  negotiations.  The 
National  Institute  for  Standards  and  Technology,  NIST,  for  exam- 
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pie,  assumes  a  similar  role  in  the  area  of  international  standards 
which  is  one  of  the  most  important  nontariff  barriers  confront  U.S. 
companies  today.  H.R.  1756  would  eliminate  NIST  capability  in 
this  field  and  as  best  I  can  tell  H.R.  2124  does  not  deal  with  the 
issue  at  all. 

The  NAM  believes  that  the  ITA  and  NIST  functions  that  are  crit- 
ical to  the  ability  to  carry  out  international  negotiations  must  be 
maintained. 

Second,  we  need  to  make  sure  that  U.S.  trade  laws  are  effectively 
implemented.  Any  reorganization  plan  involving  the  administration 
of  U.S.  import  laws  will  have  major  policy  consequences.  One  alter- 
native under  consideration  is  to  move  import  law  administration  to 
the  USTR.  It  is  not  clear  to  us  how  the  300-person  Import  Adminis- 
tration office  could  be  moved  to  the  180-person  USTR  without  com- 
pletely transforming  the  USTR  from  a  Presidential  staff  line  agen- 
cy or  organization  into  a  line  agency.  Nor  is  it  clear  how  the  line 
of  demarcation  between  trade  policy  negotiations  and  trade  law  ad- 
ministration will  be  maintained  under  such  a  plan. 

Third,  we  need  to  make  sure  that  the  export  control  system  gov- 
erning U.S.  commercial  exports  functions  properly.  As  this  commit- 
tee's members  know  very  well,  it  is  important  to  remember  that  no 
commercial  export  leaves  this  country  without  a  license,  either  a 
general  license  or  a  validated  license. 

The  NAM  cannot  support  any  plan  that  turns  control  of  licensing 
of  commercial  products  over  to  departments  such  as  Defense  or 
State.  This  function  must  remain  within  a  department  that  is  pri- 
marily responsible  for  trade,  export  policies  and  the  competitive- 
ness of  American  firms. 

Reform  of  the  current  export  control  system  is  badly  needed  and 
long  overdue.  I  have  attached  a  chart  to  my  testimony  of  the  cur- 
rent system.  This  committee  has  before  it  legislation,  H.R.  361 
which  we  believe  can  serve  as  the  basis  for  achieving  this  nec- 
essary reform.  We  hope  it  is  acted  upon. 

Fourth,  we  need  to  pay  attention  to  providing  appropriate  sup- 
port to  U.S.  exporters.  Though,  functionally,  the  job  of  export  pro- 
motion is  different  from  the  job  of  trade  negotiations,  they  both  de- 
pend on  a  cadre  of  experts  who  know  the  strengths  of  U.S.  business 
and  who  are  familiar  with  the  diplomatic  issues  and  the  commer- 
cial opportunities  faced  by  U.S.  business  around  the  world.  Com- 
merce, today,  is  the  principal  source  of  this  type  of  expertise  which 
we  cannot  afford  to  lose. 

I  should  note  that  the  United  States  provides  the  lowest  level  of 
this  type  of  support  of  any  major  industrial  nation.  Attached  to  my 
testimony  is  some  comparative  data  on  this  subject  taken  from  last 
year's  National  Export  Strategy,  which  is  the  report  put  out  by  the 
Trade  Promotion  Coordinating  Committee. 

Before  closing,  I  would  like  to  comment  briefly  on  the  current 
system  of  private  sector  advisory  committees  on  trade  and  export 
matters.  Congress  created  this  system  in  1974  to  ensure  systematic 
private  sector  input  for  U.S.  trade  negotiations  rather  than  the  ad 
hoc  approach  that  existed  before  that  time.  It  has  worked  well  and 
at  virtually  no  cost.  We  believe  it  should  be  retained. 

Mr.  Chairman,  this  concludes  my  testimony  and  I  would  be  glad 
to  answer  questions. 
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[The  prepared  statement  of  Mr.  Lewis  appears  in  the  appendix.] 

Mr.  Bereuter.  Thank  you  very  much,  gentlemen.  Your  entire 
papers,  of  course,  will  be  made  a  part  of  the  record  and  I  am  sure 
that  we  are  going  to  benefit  substantially  by  examining  them  more 
closely.  Thank  you  for  summarizing. 

I  turn  to  the  gentleman  from  American  Samoa,  Mr. 
Faleomavaega. 

Mr.  Faleomavaega.  Mr.  Chairman,  thank  you,  and  I  certainly 
would  like  to  thank  the  gentlemen  before  the  committee  for  their 
testimony.  Appreciate  their  patience,  since  we  have  started  this 
hearing  with  our  own  members  of  the  committee  and  then  with 
both  Secretary  Brown  and  Ambassador  Kantor. 

I  was  very  impressed  by  the  statements  that  these  gentlemen 
have  submitted  and  I  think  it  is  always  a  very  healthy  exercise  in 
the  hearing  process  to  get  some  of  our  leaders  from  the  business 
community,  especially  when  they  are  on  the  front  line  knowing  ex- 
actly what  the  situation  is  when  it  comes  to  economic  development 
as  well  as  trade  issues  affecting  our  country's  relationship  with 
other  countries. 

I  would  like  to  make  a  couple  of  observations.  It  seems  that  the 
catch  word  for  some  of  our  colleagues  in  wanting  to  make  some 
very  major  changes  with  the  Department  of  Commerce,  it  is  very 
nice  to  have  such  beautiful  phrases  like,  "cutting  costs,  streamlin- 
ing the  line  authorities  or  functions,  promote  greater  efficiency,  cut 
the  fat."  It  is  very  nice  to  have  these  nice  words,  but  I  am  just 
wanting  to  ask  our  witnesses  for  comments  if,  in  fact,  does  the  De- 
partment of  Commerce  really  need  some  major  surgery. 

My  concern  that  I  have  is  why  commit  major  surgery  when  the 
patient  is  well.  But  if  there  are  problems  and  I  sense  from  Dr. 
Freedenberg's  testimony  that  there  are  needs  for  improvements, 
but  do  you  suggest  that  we  ought  to  do  it  in  the  manner  that  some 
of  our  colleagues  here  have  proposed  in  their  proposed  bill? 

Mr.  Freedenberg.  Well,  I  think  there  is  a  good  sign  that  Con- 
gressman Mica's  bill  does  not  cut  the  trade  functions,  simply  reor- 
ganizes them  and  essentially  keeps  them  functioning  the  way  they 
are  today. 

There  are  other  parts,  however.  We  have  seen  a  25  percent  cut 
in  the  Commerce  Department  budget  in  the  appropriations  process. 
There  are  other  parts  that  can  be  cut,  obviously;  but  the  question 
is  are  you  going  to  also  cut  essentially  healthy  limbs  along  with  the 
dead  wood.  And  that  is  something  that  I  worry  about  with  a  2- 
month  consideration  period  for  the  reorganization. 

I  gave  some  special  note  to  things  like  agreements  compliance 
section  of  Import  Administration  and  some  of  the  redundant  func- 
tions in  Export  Control.  There  are  lots  of  little  details  all  through 
Commerce.  Commerce  has  35,000  employees.  I  noticed  the  Sec- 
retary did  not  note  the  total  number. 

Mr.  Faleomavaega.  It  is  a  $4  billion  budget  with  32,000  employ- 
ees. 

Mr.  Freedenberg.  Yes,  32,000  now.  It  was  35  when  I  was  there, 
but  the  point  is  there  is  lots  and  lots  of  little  offices  that  do  fairly 
important  things  and  the  devil  is  in  the  details.  Many  times  these 
things  can  be  overlooked  and  that  is  the  danger  that  I  see  in  the 
reorganization  or  dismantlement. 
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Mr.  Faleomavaega.  I  just  want  to  say  that  the  years  that  I  have 
served  on  this  committee,  especially  with  my  good  friend,  Mr.  Roth, 
on  the  International  Trade  Policy  Subcommittee,  that  this  is  not  a 
new  issue.  It  has  been  kicked  around  for  a  number  of  years  and 
I  think  out  of  frustration,  some  of  our  colleagues  are  saying,  "Why 
is  it  that,  how  is  that  we  attribute  to  Japan's  tremendous  economic 
success?"  And  I  think  we  have  been  kicking  this  phrase,  magic 
phrase  in  labeling  the  Ministry  of  Trade  and  Industry  in  the  Japa- 
nese Government  and  I  would  like  to  ask  you  gentlemen  if  perhaps 
why  Japan's  economic  success  is  in  such  a  way  because  they  spe- 
cifically put  out  the  entire  ministry  in  itself,  just  trade  alone?  And 
could  this  be  one  reason  why  Japan  has  become  such  a  tremendous 
economic  power — the  second  in  the  world — ^because  of  its  focus  on 
trade  issues?  Unlike  the  situation  that  we  have  with  the  USTR  and 
the  Commerce  where  we  have  so  many  different  agencies  and  sub- 
divisions to  the  point  that  the  impression  I  get  from  my  colleagues 
is  that  we  have  got  a  dinosaur  here  and  we  need  to  dismantle  it. 

I  would  like  you  gentlemen  to  comment  on  that,  especially  why 
do  you  think  the  Japanese  economic  situation  is  so  successful?  And 
I  would  like  to  make  tribute  that  it  is  because  of  especially  this 
Ministry  of  Trade.  Am  I  wrong  on  this?  Can  you  share  with  us  your 
thoughts  on  this? 

Mr.  Garcia.  I  do  not  think  that  Japan's  success  as  a  trading  na- 
tion really  has  much  to  do  with  the  Ministry  of  International  Trade 
and  Industry.  I  think  its  success  depends  on  how  the  whole  Japa- 
nese society  is  organized.  Remember,  Japan  has  to  export  or  die. 
It  does  not  have  many  resources.  It  is  not  as  rich  as  the  United 
States  is  in  resources.  And  because  of  that,  its  society  is  organized 
in  a  far  different  way  than  that  of  the  United  States. 

I  am  sure  that  you  could  attribute  some  success  to  MITI,  but  per- 
haps even  much  more  so — in  some  of  the  articles  I  have  read — to 
the  Ministry  of  Finance.  But  generally  I  do  not  believe  Japan's 
trading  prowess  is  as  much  government  driven  as  it  is  culturally 
and  the  fact  that  Japan  does  not  have  the  resources  that  the  Unit- 
ed States  has. 

Mr.  Faleomavaega.  Mr.  Lewis? 

Mr.  Lewis.  I  essentially  agree  with  Ray's  assessment.  I  guess  it 
is  always  a  little  bit  difficult  to  disagree  entirely  with  a  member 
of  your  association  in  public.  But  I  do  think  I  would  make  two  ad- 
ditional points.  First  of  all,  you  kept  saying  Ministry  of  Trade  and 
it  is  actually  the  Ministry  of  Industry  and  Trade  and  has  a  much 
larger  function  in  Japan. 

And  the  second  point  I  would  make  is  that  I  think  the  MITI  did 
play  a  much  larger  role  in  the  fifties  and  sixties  in  Japan's  success 
than  maybe  it  is  pla3dng  today.  Certainly,  right  now,  MITI's  role 
in  Japan's  economic  growth  is  the  subject  of  some  controversy. 
Chalmers  Johnson  has  just  put  out  a  book  in  which  he  is  arguing 
that,  yes,  indeed  it  is  still  a  major  factor  in  Japan's  economic  plan- 
ning, but  I  do  not  think  it  is  as  great  as  it  was  20  or  30  years  ago. 

Mr.  Faleomavaega.  Without  wanting  to  put  any  words  in  your 
gentlemen's  mouth,  I  would  just  say  that  the  bottom  line,  at  least 
a  consensus  based  on  your  statements  and  your  observations,  there 
is  a  need  for  improvement  in  the  current  structure  of  the  Depart- 
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ment  of  Commerce  and  with  USTR,  but  you  do  not  recommend  dis- 
mantling it. 

Mr.  Freedenberg.  I  do  not  think  it  is  necessary  at  this  point. 
If  one  is  going  to,  one  has  to  be  very,  very  careful  about  the  details, 
because  you  could  certainly  end  up  with  a  worse  situation  than  you 
have  today. 

Mr.  Garcia.  Any  organization  should  not  be  sacrosanct  from 
change  or  streamlining.  What  the  budget  resolution  has  done  in 
proposing  to  dismantle  the  Department  is  at  least  to  focus  atten- 
tion on  the  need  for  streamlining  and  downsizing  it.  So  I  would  say 
that  anybody  in  the  business  community  would  support  that,  but 
we  would  also  support  a  careful  examination  of  what  we  are  going 
to  put  in  its  place  in  the  future. 

I  mean  it  is  easy  to  destroy;  but  it  is  hard  to  build  something 
sound.  Therefore,  we  would  recommend  that  the  Congress  take  its 
time  to  debate  this  proposal  and  to  try  to  come  up  with  a  new 
structure  that  will  serve  our  interests  best  in  the  21st  century.  And 
if  you  cannot  complete  that  examination  by  October  1  or  December 
31,  take  the  extra  time  and  do  it  right. 

Mr.  Faleomavaega.  Mr.  Lewis? 

Mr.  Lewis.  Is  this  red  light  for  me?  Or  can  I  answer. 

Mr.  Faleomavaega.  It  is  for  me,  but  he  has  been  very  generous 
and  I  appreciate  the  chairman's  generosity. 

Mr.  Lewis.  I  would  make  two  points  in  answer  to  your  question. 
First,  as  I  have  already  indicated  in  my  testimony,  the  central 
issue  for  us  in  this  matter  is  the  trade  and  export  functions  of 
Commerce.  And  I  think  I  have  made  it  very  clear  that  our  position 
is  to  keep  these  functions  together. 

The  second  point  I  would  make  that  maybe  more  directly  an- 
swers your  question  is  that  I  think  of  any  sector  of  our  economy, 
U.S.  industry  understands  very  well  the  ongoing  need  to  reorga- 
nize, consolidate  and  streamline  organizational  structures.  That  is 
what  the  members  of  NAM  have  been  doing  roughly  for  the  past 
decade  and  it  has  helped  restore  their  competitiveness  both  in  the 
U.S.  and  in  global  markets. 

And  I  think  the  case  can  be  made  that  the  U.S.  Government 
should  be  doing  the  same.  In  a  recent  letter  on  this  issue,  the  presi- 
dent of  NAM,  Jerry  Jasanowski  noted  an  observation  by  Peter 
Drucker  which  was  the  U.S.  Government  should  be,  and  this  is  a 
quote,  ".  .  .  be  giving  primacy  to  the  country's  competitive  position 
in  an  increasingly  competitive  world  economy." 

Mr.  Jasanowski  then  went  on  to  note  that,  "Any  reorganization 
plan  involving  the  Commerce  Department  cannot  rationally  be  car- 
ried out  within  the  upcoming  year."  And  he  called  for  a  high  level 
commission  to  come  up  with  recommendations  to  streamline  and 
improve  the  essential  functions  of  government,  not  only  in  the 
Commerce  Department,  but  elsewhere  that  are  relevant  to  U.S. 
competitiveness.  And  I  would  be  glad  to  submit  his  letter  for  the 
record  if  you  would  like  to. 

Mr.  Faleomavaega.  Please.  I  would  like  to  ask  the  chairman. 

Mr.  Bereuter.  Without  objection,  that  will  be  the  case. 

[The  letter  appears  in  the  appendix.] 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  You  are  quite  welcome. 
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I  have  not  had  a  chance,  myself,  so  I  think  I  will  take  some  time 
at  this  point.  I  will  begin,  of  course,  by  again  thanking  the  gentle- 
men for  their  testimony  and  their  patience  today. 

We  are  here  today  looking  at  the  dismemberment  or  dismantle- 
ment of  the  Commerce  Department  really  only  because  the  House 
International  Relations  Committee  has  the  export  jurisdiction.  In 
some  areas,  we  share  it  with  other  committees  like  the  Agriculture 
Committee,  but  we  do  have  that.  And  we  are,  of  course,  concerned 
about  the  trade  functions  that  do  exist  within  the  Department  of 
Commerce  and  what  would  happen  to  those  and,  therefore,  we  are 
considering  the  various  proposals  that  are  out  there.  But  all  of  this 
is  really  driven  by  a  political  agenda  which  says  we  have  got  to 
eliminate  a  Cabinet  department,  a  rather  ridiculous  charge  in  my 
judgment,  but  that  is  my  judgment.  And  it  strikes  me  as  very 
strange  that  at  this  time  in  history  and  given  the  orientation  of  the 
leadership  and  my  Party  and  my  Party  generally  that  we  are  focus- 
ing on  Commerce  to  eliminate. 

It  might  well  be  said,  as  Mr.  Goodling  suggests,  that  the  com- 
bination of  Education  and  Labor,  focusing  on  the  training  areas 
there  would  be  a  more  logical  area  for  consolidation  and  I  under- 
stand he  intends  to  introduce  such  legislation.  He  has  been  work- 
ing on  it  for  some  period  of  time.  But  a  number  of  people  that  have 
visited  with  me  and  with  other  members  of  the  committee  have 
also  pointed  out  that  there  is  more  to  be  lost  in  Commerce  dis- 
memberment than  simply  the  trade  functions  that  now  exist  there. 

We  have  felt  in  the  past  it  is  important  to  have  a  Cabinet  level 
department  focused  on  business  or  industry.  And,  in  fact,  you  re- 
minded us  again  what  MITI  does  stand  for.  And  I  would  think  and 
hope  you  would  have  some  comments  about  what  we  lose  if  we  sim- 
ply salvage  the  trade  functions,  the  export  functions  and  forget 
about  all  those  other  businesses  that  may  not  be  heavily  involved, 
if  at  all,  in  export  activities. 

Congresswoman  Nancy  Johnson  and  I  and  Congressman  Jim 
Kolbe,  the  three  of  us  have  put  before  our  colleagues  a  "Dear  Col- 
league" letter  today,  having  worked  in  an  activity  really  convened 
by  our  colleague,  John  Mica,  who  has  done  excellent  work  in  exam- 
ining this  and  focusing  and  involving  Mr.  Chrysler  as  well  in  these 
activities.  We  do  not  come  up  with  an  entirely  new  proposal,  but 
we  do  say  that  when  we  reorganize,  we  think  at  least  there  are 
three  principles  that  ought  to  be  adhered  to  in  the  creation  of  any 
new  trade  entity.  And  one  is  that  we  look  at  what  Mr.  Garcia  re- 
ferred to  as  all  those  trade  functions  that  are  well  outside  the  juris- 
diction of  the  Department  of  Commerce  and  we  consider  that  even 
if  this  is  an  effort  that  started  with  the  wrong  motives,  if  we  can 
make  something  very  positive  out  of  it  by  consolidating  some  of  the 
many  trade  promotion,  credit,  and  insurance  entities  that  exist  out 
there,  we  think  there  are  at  least  150  trade  promotion  programs 
scattered  among  19  Federal  agencies  at  a  cost  of  $3.3  billion  a  year. 
And,  of  course,  there  is  no  one  committee  in  either  the  House  or 
the  Senate  that  has  the  responsibility  for  oversight  on  any  signifi- 
cant share  of  those.  It  is  spread,  in  other  words,  among  many. 

Secondly,  that  we  maintain  the  Cabinet  level  status  of  the  trade 
negotiator.  We  think  that  is  critical. 
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And,  third,  that  the  impartiality  and  independence  or  the  Admin- 
istration of  U.S.  Import  Relief  Laws  and  Export  Licensing  Process 
must  be  guaranteed  and  that  it  must  be  kept  separate  from  the 
trade  negotiation  functions  which  are  in  the  Executive  Office  of  the 
President. 

Now,  that  is  our  first  effort  to  sort  of  define  some  basic  principles 
in  what  is  obviously  a  very  complex  and  important  task. 

CJentlemen,  I  would  like  to  have  your  comments,  if  you  wish  to 
make  them,  about  your  attitude  on  the  importance  of  having  the 
trade  negotiator  with  Cabinet  status.  Secondly,  your  attitudes 
about  whether  or  not  what  Mickey  Kantor,  USTR,  Ambassador 
Kantor  said  about  the  trade  coordination  role  that  USTR  is  sup- 
posed to  conduct  has  been  conducted  well  by  any  administration, 
by  any  ambassador  who  has  the  USTR  role. 

We  know  they  have  a  negotiation  role.  We  know  how  important 
that  is,  but  are  they  really  effective  in  promoting  and  formulating 
and  coordinating  trade  policy? 

And,  third,  is  it  critical  as  we  suggest  that  the  import  relief  laws 
and  the  export  licensing  processes,  the  latter  of  which  you  are  all 
familiar  with  in  great  detail,  be  separate  from  the  trade  negotiation 
function  because  that  is  not  the  case  with  the  proposals  that  are 
before  us  today. 

Mr.  Freedenberg.  If  I  could  begin? 

Mr.  Bereuter.  I  timed  that  perfectly,  my  time  ran  out. 

Dr.  Freedenberg. 

Mr.  Freedenberg.  In  my  testimony,  my  submitted  testimony,  I 
talk  about  the  fact  that  if  you  are  going  to  undertake  this  reorga- 
nization, there  are  inherent  dilemmas  and  inherent  ambiguities  in 
either  of  the  options  unless  you  create  a  department  with  the  Sec- 
retary running  it.  And  then  you  run  into  the  stricture  that  you 
talked  about,  which,  is  we  are  going  to  eliminate  a  department. 

You  could  most  likely  isolate  the  USTR,  the  Trade  Representa- 
tive, within  a  larger  department  and  have  the  department  head 
running  the  functions  in  the  trade  area,  but  having  a  separate  ne- 
gotiator. 

Mr.  Bereuter.  Would  the  negotiator  also  be  the  department 
head? 

Mr.  Freedenberg.  There  you  have  a  problem,  because  that  indi- 
vidual then  takes  over.  It  is  hard  to  delegate  all  those  functions  to 
a  deputy. 

Mr.  Bereuter.  And  if  you  delegate  it,  does  not  that  person  have 
a  lower  status  and,  therefore,  a  lower  effectiveness  in  negotiations? 

Mr.  Freedenberg.  That  is  the  other  problem. 

When  you  have — the  Department  of  Commerce  frequently  in 
interagency  meetings,  and  I  have  been  at  a  number  of  these,  in- 
cluding Cabinet  meetings,  speaks  up  for  industry,  the  industry 
point  of  view.  It  does  not  always  prevail,  but  speaks  up  for  indus- 
try. And,  also,  in  the  negotiations,  one  has  to  have  the  status  of  a 
minister  in  order  to  negotiate  with  your  counterparts.  That  is  a 
real  difficulty  if  you  are  either  going  to  create  it  as  a  sub-Cabinet 
head  of  this  new  agency,  or  if  you  keep  the  USTR.  I  am  not  sure 
that  the  USTR  could  take  over  the  whole  function.  And  that  is  the 
dilemma  you  have. 
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You  could  probably  do  it,  but,  you  would  put  a  tremendous  new 
power  in  the  hands  of  the  deputy  administrator. 

Mr.  Bereuter.  Do  we  have  effective  trade  promotion  coordina- 
tion and  policy  formulation  in  the  U.S.  Government  today? 

Mr.  Freedenberg.  The  answer  is  yes  and  no.  Yes,  it  is  working 
fairly  well;  but,  no,  you  still  have  19  separate  agencies  which  is 
also  what  I  try  to  point  out  in  my  testimony.  I  talked  about  the 
5  separate  export  licensing  and  export  review  agencies,  you  have 
19  export  promotion  functions  spread  out.  That  could  certainly  be 
pulled  together  and,  again,  with  significant  savings. 

Mr.  Bereuter.  Thank  you. 

Mr.  Garcia,  you  suggested,  for  example,  that  we  take  on  the  larg- 
er task  of  trying  to  bring  some  of  these  under  a  new  umbrella,  I 
believe.  What  would  you  like  to  say  to  any  of  these  three  questions 
or  all  of  them? 

Mr.  Garcia.  I  will  be  happy  to  address  all  three  of  them.  The 
first  one,  additional  consideration  to  consolidating  the  150  existing 
trade  promotion  programs.  Absolutely.  A  lot  of  thought  ought  to  be 
given  to  that.  To  the  extent  that  you  can  consolidate,  you  should 
attempt  to  do  so. 

The  second  point  of  maintaining  the  cabinet  level  status  of  the 
trade  negotiator  is  critical.  I  agree  entirely  with  that  as  well.  Now, 
let  me  put  that  point,  though,  in  the  context  of  where  we  are  politi- 
cally. 

If  there  is  going  to  be  a  dismantling  of  the  Department  of  Com- 
merce, which  apparently  the  Speaker  and  the  Majority  Leader 
want,  then  you  are  going  to  have  to  figure  out  how  to  consolidate 
all  the  trade  functions  and  still  keep  them  at  a  cabinet  level.  Con- 
gressman Mica  has  done  is  made  a  major  contribution  to  this  issue 
by  saying,  "OK.  If  we  have  to  get  rid  of  a  department  and  if  we 
want  to  have  a  cabinet  level  status  for  the  trade  functions,  we  first 
must  consolidate  them  in  one  agency  and  then  merge  them  with 
the  United  States  Trade  Representative."  That  is  where  you  are 
left  logically. 

However,  if  having  a  single  cabinet  level  trade  agency  is  not  a 
constraint,  then  I  would  prefer  to  keep  the  U.S.  Trade  Representa- 
tive, coordinating  trade  policy  just  as  they  are  doing  today.  I  think 
the  Congress  was  right  in  1962,  when  it  set  up  the  Special  Trade 
Representative.  If  you  go  back  into  that  history,  the  Department  of 
Commerce  for  a  while  coordinated  trade  policy.  Then  State  Depart- 
ment coordinated  trade  policy.  The  Congress  said  that  since  the 
State  Department  was  much  too  concerned  about  foreign  relations 
than  to  coordinate  trade  policy  adequately  and  the  Commerce  De- 
partment was  much  too  concerned  about  protecting  industry  from 
imports,  it  declared  a  pox  on  both  departments.  It  set  up  a  separate 
new  coordinating  function  for  trade  policy.  So  I  would  leave  it  ex- 
actly the  way  it  is  today. 

And  I  would  also  set  up  a  new  Department  of  Trade  that  would 
include  all  of  the  trade  agencies  that  are  in  the  Department  of 
Commerce  today  plus  a  lot  of  the  trade  functions  that  are  in  other 
agencies  and  bring  them  together  into  the  new  Department  of 
Trade.  So  I  associate  myself  entirely  with  what  you  are  trying  to 
achieve,  but  I  am  just  raising  the  question  whether  politically  it 
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can  be  achieved  given  that  the  Speaker  and  the  Majority  Leader 
would  like  to  eliminate  one  cabinet-level  department. 

Mr.  Bereuter.  Thank  you  very  much. 

Mr.  Lewis,  if  you  could  hold  your  responses  a  bit,  if  you  can  re- 
call them,  I  would  like  to  recognize  the  chairman  who  has  to  go  to 
another  commitment  for  a  comment  or  a  question  that  he  has. 

Mr.  Gilman. 

Chairman  Oilman.  Thank  you,  Mr.  Bereuter.  I  want  to  thank 
our  panelists  for  their  patience  in  waiting  this  long.  We  regret  that 
the  floor  activities  have  delayed  the  hearing.  We  had  anticipated 
it  being  over  with  earlier. 

Mr.  Freedenberg,  do  you  believe  that  a  non-Cabinet  agency  chief 
would  have  enough  clout  to  deal  with  Cabinet  Secretaries  and  ef- 
fectively oversee  trade  policy? 

Mr.  Freedenberg.  Probably  not  because  you  get  into  a  problem 
of  status.  The  question  becomes  if  you  have  Congressman  Mica's 
bill,  you  actually  have  Ambassadorial  status  and  the  question 
would  be  how  they  would  be  treated.  How  that  would  be  treated 
vis-a-vis  a  department  head. 

Right  now,  he  is  seen  as  the  President's  representative.  As  an 
independent  heading  a  quasi-department,  I  am  not  sure  how  that 
works.  And  that  is  one  of  the  problems  we  have  with  the  dilemma 
of  removing  this  from  a  Cabinet  status  or  Secretarial  status. 

Chairman  Oilman.  Essentially,  we  have  two  basic  options  for  re- 
organization, the  Mica  option  for  consolidating  two  agencies  into 
one  and  then  we  have  the  other  option  by  Mr.  Chrysler  of  elimi^t- 
ing  the  Department  entirely.  ■ 

Do  you  see  any  possibility  for  a  compromise  proposal  between 
those  two  proposals? 

Mr.  Freedenberg.  There  already  is  a  compromise.  I  thought 
that  Congressman  Chrysler  had  endorsed  the  Mica  proposal  which 
I  think  industry  and  this  panel  said  was  a  significant  improvement 
over  the  original  Chrysler  proposal  for  trade  organization.  So  if  Mr. 
Chrysler  is  indeed  endorsing  that  and  he  carries  with  him  those 
who  were  supporting  his  bill,  we  have  taken  care  of  a  good  part  of 
the  problem  with  regard  to  trade  organization.  Now  we  have  to 
work  out  some  of  the  very  important  details  on  how  that  actually 
is  set  up. 

Chairman  Oilman.  Well,  if  we  were  to  eliminate  Commerce  De- 
partment and  move  toward  an  export,  a  trade  organization,  what 
aspects  of  Commerce  Department  should  be  preserved?  What  func- 
tions should  be  preserved. 

Mr.  Freedenberg.  There  are  a  number  that  we  talked  about 
today.  And  I  would  let  the  other  panelists  speak  to  that,  particu- 
larly, the  NAM  which  represents  industry,  but  I  think  the  major 
point  that  I  think  all  of  us  made  was  that  the  National  Institute 
of  Standards  and  Technology  is  a  very  important  asset  to  retain. 
It  has  a  very  important  role  not  only  in  just  general  industry 
standards,  but  also  international  trade. 

You  obviously — I  do  not  think  there  are  many  functions  that 
you — we  talked  about — we  did  not  talk  about  NOAA.  NOAA  could 
be  elsewhere,  but  it  is  not  clear  why  it  has  to  be  elsewhere.  I  think 
the  supporters  of  NOAA  and  those  who  benefit  the  most  would  just 
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want  it  to  reside  in  the  department  in  which  it  would  have  the  full- 
est airing  of  its  issues  and  the  best  administration  of  its  programs. 

I  do  not  know  which  particular  program  that  you  would  want  to 
eliminate.  And  then  you  get  back  to  why  do  you  want  to  reorganize 
the  Commerce  Department? 

Mr.  Lewis.  I  think  there  are  basically  four  functions  that  we 
have  to  concentrate  on  here:  the  international  negotiation  functions 
and  support  functions  that  Commerce  carries  out;  secondly,  the  Im- 
port Law  Administration;  third,  the  export  control  function  at  least 
for  commercial  products;  and,  finally,  the  export  promotion  and  ad- 
vocacy function.  Those  are  the  four  critical  functions  that  my  mem- 
bers want  to  see  preserved  and  maintained  and,  indeed,  I  think  a 
case  could  be  made,  they  should  be  strengthened. 

Mr.  Garcia.  I  would  agree  with  that.  I  would  also  say  that  Con- 
gress acted  wisely  when  it  gave  the  responsibility  for  coordinating 
all  the  trade  promotion  programs  to  the  Department  of  Commerce. 
Any  new  trade  agency,  it  seems  to  me,  should  have  that  respon- 
sibility as  well.  Somebody  has  to  coordinate  all  of  the  trade  pro- 
motion functions  and  I  would  like  to  see  that  in  a  department  of 
trade. 

Chairman  Oilman.  Well,  Mr.  Garcia,  is  there  any  danger  in  mix- 
ing trade  negotiations  with  trade  promotion? 

Mr.  Garcia.  I  do  not  know  that  there  is  a  great  danger  in  that. 
I  was  struck  somewhat  by  Clayton  Yeutter's  testimony  in  the  other 
body  a  few  weeks  ago.  And  he,  being  a  former  USTR,  clearly  advo- 
cated that. 

Chairman  GiLMAN.  Advocated? 

Mr.  Garcia.  Advocated  that  the  trade  promotion  functions  be 
part  of  USTR.  In  other  words,  his  testimony  was  very  much  sup- 
portive of  the  Mica  bill,  plus  he  advocated  coordinating  the  work 
of  the  Export/Import  Bank  and  OPIC  as  semi-autonomous  entities. 

Chairman  GiLMAN.  Do  your  fellow  panelists  agree  with  that 
proposition?  Mr.  Lewis? 

Mr.  Lewis.  I  think  what  you  actually  are  putting  your  finger  on 
is  the  third  point  in  the  Bereuter-Johnson-Kolbe  letter  which  is 
how  do  you  keep  some  of  these  administrative  and  policy  functions 
separated.  And  you  certainly  are  dealing  with  that  problem  in 
terms  of  export  promotion.  You  are  certainly  dealing  with  it  in 
terms  of  import  law  administration  and  you  are  certainly  dealing 
with  it  in  terms  of  the  Export  Control  Administration. 

And  I  guess  the  short  answer  to  your  question  is  nothing  is  im- 
possible and  you  certainly  can  figure  out  ways  in  which  you  can 
put  down  lines  of  demarcation.  Congress  has  figured  it  out  in  terms 
of  the  Treasury  Department  and  the  IRS  and  so,  presumably,  it 
would  be  possible  to  figure  it  out  here. 

The  point,  though,  I  think  we  are  all  making  is  we  had  better 
figure  it  out,  though.  And  that  is  the  real  issue.  We  should  not  just 
sort  of  let  this  happen  and  then  suddenly  discover  that  you  have 
traded  off  some  export  licensing  issues  for  a  policy  decision  or  you 
have  traded  off  an  export  advocacy  for  a  negotiating  point  in  a 
trade  negotiation. 

Chairman  GiLMAN.  Dr.  Freedenberg? 

Mr.  Freedenberg.  I  think  at  a  dinner  that  you  attended  on  this 
subject,  Carla  Hills,  another  USTR,  said,  "You  can  make  any  struc- 
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ture  work.  The  question  is  how  are  we  going  to  organize  the  one 
that  is  going  to  emerge  out  of  this  dismantled  Commerce  Depart- 
ment." And  there  was  a  worry  as  we  have  expressed  that  you  will 
not  structure  it  in  such  a  way  that  it  will  work  well  for  awhile. 

We  are  talking  about  probably  the  most  intense  period  of  trade 
issues,  trade  competitiveness  and  trade  negotiations  over  the  next 
5  to  10  years.  The  United  States  is  really — and  U.S.  jobs  depend 
on  it,  U.S.  economic  strength  depends  on  it.  So  we  do  not  want  to — 
I  do  not  think  we  want  to  experiment  if  we  have  not  thought  these 
things  through.  I  do  not  think  we  want  to  create  a  new  structure. 
I  think  we  want  to  think  very  long  and  hard — that  is  why  I  called 
in  my  testimony  for  some  very  careful  deliberation.  And  I  am  still 
worried  about  the  2-month  deadline  on  this. 

Mr.  Lewis.  As  am  I. 

Chairman  GiLMAN.  I  want  to  thank  our  panelists.  I  regret  I  have 
to  go  on  to  another  meeting. 

Thank  you,  Mr.  Bereuter,  for  allowing  me  to  interrupt  your  inter- 
rogation. 

Mr.  Bereuter.  Certainly.  Thank  you. 

Mr.  Lewis,  do  you  remember  my  question? 

Mr.  Lewis.  Sure.  I  wrote  them  down  here. 

First  of  all,  you  asked  a  general  question  I  think  of  Ray  and  that 
was  essentially  what  is  your  evaluation  of  how  things  are  going  in 
terms  of  a  coordinated  national  export  strategy.  And  I  think  it  is 
important  that  somebody  in  the  business  community  put  on  the 
record  that  this  Administration  has  done  a  very  good  job  of  devel- 
oping a  national  export  strategy.  And  it  is  something  that  industry 
has  argued  for  for  a  long  time. 

Mr.  Bereuter.  Mr.  Lewis,  we  created  in  the  subcommittee  that 
Mr.  Roth  chairs  and  which  many  of  us  serve,  the  Trade  Promotion 
Coordinating  Committee. 

Mr.  Lewis.  Exactly. 

Mr.  Bereuter.  And  we  are  hoping  that  that  has  been  an  element 
in  its  success.  We  do  not  know  if  it  is  working  perfectly,  but  it  was 
our  effort  to  fill  a  gap.  And  the  Administration,  I  think,  has  accept- 
ed and  used  it  energetically. 

Mr.  Lewis.  My  personal  assessment  is  that  the  TPCC  has 
worked  very  well  for  the  purpose  that  you  intended  it.  It  has  been 
the  coordinating  function.  It  was  very  effective  in  pulling  together 
the  initial  steps  that  this  Administration  took  in  terms  of  every- 
thing from  tied  aid  financing  to  some  major  improvements  in  the 
export  control  system,  to  the  development  of  a  real  advocacy  pro- 
gram for  U.S.  business  overseas.  I  think  it  has  worked.  And  it  actu- 
ally proves  a  point.  I  was  almost  tempted  to  make  a  real  wiseguy 
comment,  Paul  said,  "Well,  you  can  make  any  structure  work."  And 
he  is  right.  And  the  current  structure  proves  it. 

It  has  been  made  to  work  and  I  think  TPCC  has  been  instrumen- 
tal in  that. 

Do  you  want  me  to  answer  your  questions  briefly?  I  think  I  have 
already  covered  your  last  point  in  your  letter  in  answer  to  Congress 
Oilman  that  it  is  very  important  that  we  develop  some  sort  of  lines 
of  demarcation  here  in  that  you  do  not  get  policy  and  day-to-day 
administration  issues  all  mixed  up  together.  That  is  going  to  hap- 
pen a  little  bit,  but  it  should  not  happen  a  lot. 
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Mr.  Bereuter.  First  question  was,  basically,  yes,  you  can  make 
anything  work  and  TPCC  is  one  administrative  effort  to  do  that; 
but  is  it  conceivable  that  we  could  have  some  success,  is  it  worth 
the  effort  to  try  to  bring  in  various  trade  promotion  credit  and  in- 
surance functions  as  apparently  Ambassador  Yeuter  suggested  to  a 
central  point.  In  his  case,  he  was  suggesting  USTR. 

Mr.  Lewis.  Right.  I  guess  my  answer  to  the  broader  question 
that  you  are  raising  here,  would  it  make  sense  to  have  a  look  at 
how  we  organize  ourselves  for  conducting  international  economic 
policy  and  trade  and  export  policy.  And  the  obvious  answer  is  prob- 
ably yes. 

The  issue,  though,  and  that  is  I  think  the  point  that  Mr. 
Jasanowski  was  bringing  out  in  his  letter,  we  need  to  have  a  com- 
mission that  looks  at  this  on  a  very  broad  basis. 

In  regard  to  whether  you  brought  financing  agencies  into  this — 
we  have  had  one  meeting  at  the  NAM  on  this  issue  and  the  best 
I  can  say  is  it  is  a  very,  very  controversial  issue  among  the  busi- 
ness community  and  we  already  have  enough  controversy  right 
now  in  terms  of  dealing  with  the  trade  and  export  functions  that 
Congress,  you  would  add  another  level  of  complexity  and  business 
community  involvement. 

Mr.  Bereuter.  In  short,  Mr.  Lewis,  what  is  the  reason  for  the 
controversy?  Is  it  because  they  think  that  OPIC  and  Ex-Im  are 
working  relatively  well  where  they  are  or  because  they  think  there 
is  an  inherent  conflict? 

Mr.  Lewis.  Both,  I  think.  That  things  are  working  well,  why  fix 
them?  And,  secondly,  they  are  afraid  that  being  drawn  into  a  larger 
agency  would  take  away  from  the  focused  missions  of  these  agen- 
cies right  now.  And,  also,  involve  them  more  and  more  in  the  policy 
process  rather  than  in  the  missions  that  they  are  designed  for. 

Mr.  Bereuter.  And,  third,  Mr.  Lewis,  is  the  Cabinet  level  status 
for  the  Trade  Negotiator  critical? 

Mr.  Lewis.  Yes.  I  think  Ray's  answer  to  that  question  that  he 
gave  you  was  right  on.  That  is  the  central  question.  Certainly,  the 
business  community,  for  example,  would  have  to  deal  with  and  will 
have  to  deal  with  in  the  Mica  bill  if  it  moves  forward.  My  impres- 
sion, putting  politics  aside,  is  that  the  business  community  believes 
it  is  exceedingly  important  to  have  a  Cabinet  level  status  for  the 
Trade  Negotiator.  I  also  realize  politics  cannot  be  put  aside  some- 
times. Thank  you. 

Mr.  Bereuter.  I  would  just  conclude  by  going  back  to  an  initial 
comment  I  made  and  to  focus,  particularly,  Mr.  Garcia  and  Mr. 
Lewis  on  the  question,  since  you  are  representatives  and  active  in 
representing  business  per  se  and  not  just  exporters,  although  that 
is  a  major  part  of  business,  if  we  change  dramatically,  if  we  re- 
structure or  dismember  Commerce,  are  we  losing  a  major  role  that 
government  should  play  for  business? 

Mr.  Garcia.  I  am  concerned  about  that  as  well.  Indeed,  when  I 
was  asked  by  another  member  to  come  up  with  a  possible  mission 
statement  and  functions  for  a  new  Department  of  Trade,  I  took  the 
liberty  of  adding  "and  Industry."  If  there  is  going  to  be  at  the  Cabi- 
net level  a  voice  for  agriculture,  and  a  voice  for  mining  (by  the  De- 
partment of  Interior),  then  there  ought  to  be  a  voice  for  Industry, 
not  just  on  international  trade,  but  on  all  of  the  other  issues  of  con- 
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cern  to  industry,  such  as  regulatory  reform  and  tort  reform  and 
other  things. 

I  think  the  emphasis  ought  to  be  on  how  the  United  States  can 
have  the  most  competitive  industry  in  the  world.  And  you  cannot 
just  look  at  trade  alone  in  order  to  be  able  to  arrive  at  the  most 
competitive  industry  in  the  world,  you  have  got  to  consider  all  of 
the  other  things  that  affect  industry  as  well. 

I  might  add  something  that  has  not  been  raised  here  at  all  and 
sort  of  shift  it  back  to  the  Congress.  I  would  hope  that  if  there  were 
a  commission  that  were  set  up  and  perhaps  even  in  your  own  delib- 
erations, if  there  is  going  to  be  a  Department  of  Trade  or  of  Indus- 
try or  whatever,  then  the  Congress  should  also  look  at  how  it  is 
organized. 

It  is  very  interesting  that  when  Members  introduce  bills  involv- 
ing international  trade  or  dismantling  the  Department  of  Com- 
merce, the  bills  are  referred  to  11  different  committees.  Should  not 
the  Congress  look  at  how  it  is  organized,  too,  so  that  there  are 
fewer  committees  that  have  oversight  over  trade.  The  Secretary  of 
Commerce  is  spending  a  lot  of  his  time  testifying  before  many  dif- 
ferent committees  and  that  is  highly  time-consuming.  So  if  the 
Congress  could  be  more  focused,  and  the  executive  branch  more  fo- 
cused, we  might  then  have  a  more  effective  way  of  developing  pol- 
icy and  implementing  policy  involving  international  trade  and  in- 
dustry than  we  have  now. 

Mr.  Bereuter.  Mr.  Garcia,  you  are  absolutely  right,  of  course,  in 
raising  that  issue.  While  we  did  cut  the  number  of  committees  and 
subcommittees  by  20  percent  in  the  House  at  the  beginning  of  this 
Congress  under  a  new  leadership  and  while  there  were  efforts  and 
some  minor  success  in  adjusting  committee  jurisdictions  to  attempt 
to  eliminate  that  problem,  that  bipartisan  effort  that  started  last 
Congress  and  now  continuing  yet  under  Mr.  Dreier,  still  has  a  lot 
of  work  cut  out  for  it  in  trying  to  bring  more  rationality  and  less 
overlap  among  the  major  functions  that  government  should  pursue 
for  its  citizens.  And  you  are  quite  right  to  point  out  the  problems 
that  are  here.  And  our  solutions,  of  course,  tend  to  be  along  the 
lines  of  protecting  committee  jurisdiction  and,  therefore,  not  ap- 
proaching a  whole  issue  like  energy  or  environment  or  business 
and  trade  as  we  might  logically,  if  we  did  not  have  these  jurisdic- 
tional lines,  seem  to  focus  our  attention. 

Gentlemen,  thank  you  very  much  for  your  patience  and  for  your 
exceptional  testimony  and  responses  to  questions.  We  look  forward 
to  hearing  from  you  on  future  occasions  and  to  reading  your  full 
testimony  presented  today. 

Thank  you. 

This  committee  is  adjourned. 

[Whereupon,  at  1:54  p.m.,  the  committee  was  adjourned  pursu- 
ant to  the  call  of  the  Chair.  1 
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STATEMENT  OF  REPRESENTATIVE  SAM  GEJDENSON 
HEARING  ON  DEPARTMENT  OF  COMMERCE 

I  would  like  to  compliment  my  colleagues  Mr.  Mica,  Mr. 
Chrysler,  and  my  good  friend  Mr.  Manzullo,  and  to 
compliment  them  for  their  hard  work  and  thoughtful 
pursuit  of  this  issue.  I  know  that  each  of  the  members 
before  us  appreciates  the  importance  of  international 
trade  and  is  concerned  about  the  economic  future  of  this 
country.  But,  I  have  very  serious  doubts  about  any 
proposal  to  dismantle  the  Commerce  Department. 

The  net  effect  of  this  bill  is  to  place  greater 
importance  on  eliminating  a  cabinet  department  for  its 
own  sake  and  without  a  demonstrated  cost  savings,  than  on 
protecting  the  interests  of  American  business  and  the 
jobs  of  American  workers.  I  say  this  for  three  basic 
reasons.  First,  the  new  Trade  Administration  will  not  be 
cabinet  level  and  business  interests  will  lose  a  seat  at 
the  table  at  the  highest  levels  of  our  government. 
Second,  in  the  absence  of  demonstrated  cost  savings,  this 
is  a  shell  geune  of  replacing  a  department  with  an  agency 
and  sending  the  other  functions  elsewhere  within  the 
bureaucracy.  Third,  by  trying  to  fix  something  that  is 
not  broken,  the  bill  will  severely  hamper  the  trade 
function  within  the  U.S.  Government.  The  folks  at  MITI 
in  Japan  must  be  licking  their  chops.  Let's  look  at  each 
of  these  points  in  turn. 

First,  once  you  eliminate  the  Department  of  Commerce, 
any  non- department  entity  that  you  replace  it  with  will 
not  have  the  same  stature.  H.R.  2124  does  not  give  the 
new  U.S.  Trade  Administration  Ced^inet  level  rank.  And  it 
can  not.  Only  the  secretaries  of  the  14  departments  have 
been  permanently  part  of  the  President's  cedsinet.  Each 
President  can  decide  who  else  he  wants  to  make  part  of 
this  non- legal  body  known  as  the  Cabinet,  and  Presidents 
have  exercised  that  discretion  in  different  ways.  But 
clearly  there  is  a  distinction  drawn  between  the 
secretaries  of  the  departments  and  everyone  else. 

As  a  result,  under  H.R.  2124,  the  one  department  in 
government  whose  core  mission  it  is  to  enheuice  economic 
opportunity  for  Americans  would  lose  a  seat  at  the  tSLble. 
We  would  be  eliminating  the  department  that  is  the  only 
voice  for  U.S.  business  in  the  President's  caJsinet. 

(49) 
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Under  this  diminished  status,  the  Trade  Administration 
would  also  not  have  the  edbility  of  the  Commerce 
Department  to  lead  on  trade  issues.  So,  while  H.R.  2124 
would  theoretically  put  the  new  Trade  Administrator  as 
Chair  of  the  Trade  Promotion  Coordinating  Committee,  it 
is  questionable  whether  this  non-department  entity  could 
really  lead  cabinet  departments.  I  am  not  even  certain 
that  the  head  of  this  agency  would  always  get  his  or  her 
calls  returned.  The  same  is  true  in  export  controls.  Do 
the  proponents  of  this  bill  really  believe  that  the  Trade 
Administration  will  continue  to  be  the  lead  agency  in 
this  contentious  area? 

Second,  this  bill  has  no  demonstrated  cost  savings. 
By  its  own  acknowledgment,  CBO  has  not  yet  issued 
reliable  numbers.  As  one  senior  Repxiblican  Senator  said: 
"If  all  we're  going  to  do  is  pick  and  choose  and  shift 
personnel  from  one  department  to  another,  I'm  not  sure  I 
understand  the  purpose  of  this  exercise".  H.R.  2124  does 
not  indicate  what  will  happen  to  the  agencies  now  in 
Commerce  that  would  be  excluded  from  the  new  Trade 
Administration.  What  do  we  save  by  eliminating  a 
department,  creating  a  new  agency,  and  transferring  some 
functions  to  some  undetermined  location? 

I  am  one  who  thinks  that  there  might  be  opportunities 
for  cost  savings  in  the  Department  of  Commerce.  If  our 
objective  is  to  reduce  government  waste  and  to  save 
money,  then  let's  focus  our  efforts  on  doing  just  that 
and  not  on  playing  some  shell  geune  and  moving  boxes. 

Third,  this  bill  would  try  to  fix  two  trade  entities, 
neither  of  which  is  broken.  And  in  the  process,  it  would 
place  the  U.S.  at  a  disadvantage  in  international  trade. 

Since  January  1993,  Secretary  Brown  and  the  Commerce 
Department  have  made  a  difference  in  creating  300,000 
American  jobs,  by  virtue  of  exports  alone.  For  its  part, 
the  U.S.  Trade  Representative  has  been  a  superb 
negotiator  on  behalf  of  U.S.  business.  This  bill  would 
upset  what  has  proven  to  be  a  very  efficient  operation  at 
the  Department  of  Commerce  and  saddle  an  equally 
effective  U.S.  Trade  Representative  with  extensive 
functions  that  would  heunper  its  ability  to  negotiate. 

The   engine  of   export  promotion  at   the   Commerce 
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wi?r^^l   ",  5«^«^*ted  4,000  export  success  stories 
For  ev^\^o??  "^e^xum-sized  businesses  in  1994  alone 
III  Tn    7.         l^""    Commerce  spends  on  export  promotion 
$10.40  IS  returned  to  the  U.S.  Treasury.    It  is  So^ 
surprising  then,  that  over  the  last  7  yeaS  U  S  ^-JLJ^t 

irikir""'"^  '°"  °"""  °"^  ^^^^^  -'  oC':conom?<:  gr^^th' 
^s^^!^  r  sense  to  transfer  this  function  to  an  agency 
unsuxted  to  administering  a  large  trade  operation.    ^ 

The  USTR  is  a  negotiator.  It  is  a  l  «.a«  «^^  • 
capable  of  moving  ^ickly  to  address  'the  Ts^su'e^'th^? 
t^'-^U'-l  *'°"^Pl«^  negotiations.  it  has  also  been  part  of 
S:  ^isJdenTft''""?^"'  P-°-=^<^-5  it  With  access  ?o 
^^!H^  r  ?^  ^  ""''^'^  """^^  otherwise  have.  Moving  the 
trade  functions  under  the  USTR  would  maximize  the 
Ixiaitations  of  USTR  while  minimizing  its  str^gths 

Let's  stop  the  shell  game.  Let's  not  eliminate  a 
department  for  its  own  sake.  Let's  not  make  ourselves 
the  laughingstock  of  the  trade  world.  Let's  make  th! 
cuts  necessary  at  Commerce  to  save  money  and  IncreasJ 
efficiency,  without  diminishing  our  trade  operation 
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TESTIMONY  BY  THE  HONORABLE  TOBY  ROTH 

REGARDING  THE  FUTURE  OF  THE  COMMERCE  DEPARTMENT 

August  4,  1995 

MR.  CHAIRMAN  AND  MY  COLLEAGUES,  IT  SEEMS  CLEAR  THAT  BOTH  THE  HOUSE  AND  THE 
SENATE  WILL  ACT  THIS  AUTUMN  ON  LEGISLATION  TO  DISMANTLE  THE  COMMERCE 
DEPARTMENT.   WORKING  ON  THAT  ASSUMPTION,  OUR  FOCUS  IN  THIS  COMMITTEE  MUST  BE 
ON  THE  FUTURE  OF  OUR  TRADE-RELATED  PROGRAMS. 

OUR  GOAL  MUST  BE  TO  KEEP  THE  PROGRAMS  THAT  WORK,  TO  STREAMLINE  THE 
BUREAUCRACY  AND  TO  BRING  FORTH  LEGISLATION  THAT  WILL  STRENGTHEN  OUR  TRADE 
POSTURE. 

AS  THE  NEXT  STEP  AFTER  THIS  HEARING,  MY  SUBCOMMITTEE  ON  INTERNATIONAL  ECONOMIC 
POLICY  AND  TRADE  WILL  HOLD  A  HEARING  ON  SEPTEMBER  6TH  TO  EXAMINE  THE  VARIOUS 
PROPOSALS  FOR  TRADE  REORGANIZATION  AND  HOW  THEY  WOULD  AFFECT  PROGRAMS  UNDER 
OUR  JURISDICTION.   WE  WILL  THEN  WORK  WITH  CHAIRMAN  OILMAN  TO  PREPARE  FOR  THE 
COMMITTEE'S  DELIBERATIONS. 

MY  INTENTION  IS  TO  AMEND  AND  REFINE  THE  CHRYSLER  BILL,  SO  THAT  IT  STRENGTHENS 
OUR  TRADE  PROGRAMS!  ENCOURAGE  ALL  MEMBERS  OF  THE  COMMITTEE  TO  PARTICIPATE  IN 
OUR  HEARING  AND  SUBSEQUENT  LEGISLATIVE  ACTION. 

IN  THIS  COMMITTEE,  WE  SPEND  A  GREAT  DEAL  OF  TIME  ON  DIPLOMATIC  AND  SECURITY 
ISSUES,  AND  THEY  ARE  INDEED  IMPORTANT.   HOWEVER  IN  MY  VIEW,  U.S.  NATIONAL 
SECURITY  IN  TODAY'S  WORLD  AND  TOMORROW'S  IS  EVEN  MORE  DEPENDENT  ON  TRADE  AND 
GLOBAL  ECONOMIC  RELATIONS.  ECONOMIC  STRENGTH  IS  REPLACING  MILITARY  MIGHT  AS 
THE  KEY  TO  GLOBAL  LEADERSHIP. 

IN  TRADE,  THE  UNITED  STATES  IS  STRONG,  BUT  WE  FACE  VERY  SERIOUS  CHALLENGES.   LET 
ME  REVIEW  THE  FACTS.   LAST  YEAR,  THE  U.S.  EXPORTED  $502  BILLION  IN  GOODS  AND 
ANOTHER  $198  BILLION  IN  SERVICES.   THOSE  EXPORTS  ACCOUNTED  FOR  10  PERCENT  OF  OUR 
TOTAL  GROSS  DOMESTIC  PRODUCT. 

TODAY,  EXPORTS  ACCOUNT  FOR  TEN  MILLION  AMERICAN  JOBS.   THAT  FIGURE  IS  ALMOST 
THAN  ONE-THIRD  HIGHER  THAN  JUST  3  YEARS  AGO.   SO  NEARLY  4  MILLION  JOBS  HAVE  BEEN 
CREATED  IN  THE  LAST  3  YEARS  BY  OUR  EXPORT  GROWTH.   WHAT'S  MORE,  EXPORT  RELATED 
JOBS  PAY  NEARLY  20%  MORE  ON  AVERAGE. 

BUT  WE  HAVE  TO  FOCUS  ON  THE  FACT  THAT  OUR  MERCHANDISE  TRADE  DEFICIT  LAST  YEAR 
WAS  WELL  OVER  $160  BILLION,  THE  WORST  IN  HISTORY.   THIS  YEAR,  IT  WILL  APPROACH  $200 
BILLION.   EVEN  WHEN  YOU  COUNT  OUR  TRADE  SURPLUS  IN  SERVICES,  LAST  YEAR  WE  STILL 
HAD  A  DEFICIT  OF  WELL  OVER  $100  BILLION. 

THE  ONLY  SOLUTION  IS  FOR  US  TO  MAKE  OUR  EXPORTS  GROW  EVEN  FASTER.   PART  OF  THAT 
STRATEGY  INVOLVES  TRADE  NEGOTL^TIONS,  WHICH  OUR  GOVERNMENT  IS  PURSUING 
VIGOROUSLY,  WITH  STRONG  BI-PARTISAN  SUPPORT  FROM  CONGRESS. 

HOWEVER,  THE  REALITY  IS  THAT  EVERY  MAJOR  EXPORTING  NATION  IS  ENGAGED  IN  MASSIVE 
EFFORTS  TO  CAPTURE  MORE  OF  THE  WORLD'S  DEMAND  FOR  GOODS  AND  SERVICES.     THE 
EUROPEAN  UNION,  FOR  EXAMPLE,  SPENDS  MORE  TO  PROMOTE  ITS  WINES  THAN  WE  DO  TO 
PROMOTE  ALL  OUR  FOOD  EXPORTS  (THAT'S  $1 10  MILLION).   JAPAN,  KOREA,  GERMANY, 
FRANCE  AND  THE  OTHER  MAJOR  EXPORTING  NATIONS  ARE  ALL  ON  THE  MARCH  IN  MARKETS 
AROUND  THE  WORLD. 

WE  MUST  BE  AGGRESSIVE  AS  WELL.   THEREFORE,  WE  MUST  HAVE  STRONG  GOVERNMENT 
PROGRAMS,  TO  PROMOTE  U.S.  EXPORTS,  TO  HELP  FINANCE  EXPORT  TRANSACTIONS,  TO 
PROVIDE  INSURANCE  IN  OVERSEAS  MARKETS  AND  TO  SUPPORT  OUR  EXPORTERS  WITH 
DIPLOMATIC  LEVERAGE,  MARKET  RESEARCH  AND  AGGRESSIVE  REPRESENTATION. 
THE  MICA  BILL,  WHICH  I  AM  CO-SPONSORING  ALONG  WITH  CHAIRMAN  OILMAN, 
CONGRESSMAN  MANZULLO,  CONGRESSMAN  CHRYSLER  AND  OTHERS,  IS  A  GOOD  STEP 
FORWARD,  AND  I  URGE  MY  COLLEAGUES  TO  JOIN  IN  SUPPORTING  IT. 

********************* 
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THE  HONORABLE  JOHN  L.  MICA 

Testimony  before  the  Committee  on 

International  Relations 

August  4,1995 

INTRODUCTION  &  CASE  FOR  A  UNIFIED  TRADE  OFFICE 

It  is  a  privilege  to  testify  today  before  your  Committee  on  the  issue  of  the  elimination  of 
the  Commerce  Department  and  the  implications  for  our  U.S.  trade  programs.  Let  me  start  by 
saying  that  for  seven  years  in  the  private  sector  I  served  as  an  international  business  trade 
consultant.  Having  represented  both  large  and  small  business  interests  I  believe  I  had  a  good 
vantage  point  and  opportunity  to  view  U.S.  trade  assistance  to  American  concerns  in  the  U.S.  and 
abroad. 

First,  let  me  say  that  our  trade  promotion  and  assistance  programs  are  at  best  a 
disorganized  mess. 

We  have  19  agencies  with  separate  missions  each  going  their  own  way.  In  the  process  we 
spend  billions  of  taxpayers  dollars  often  in  an  uncoordinated  and  ineffective  manner.  We  have  a 
hodge  podge  of  trade  activities  tacked  on  to  various  agencies  over  the  years  that  must  be 
reorganized. 

As  you  may  know,  in  the  last  decade,  the  U.S.  has  lagged  behind  in  exporting  in  nearly 
every  category.  For  the  month  of  May,  our  trade  deficit  reached  a  staggering  all-time  record  high 
of  $11. 4  BILLION. 

Unfortunately  we  have  depended  and  relied  on  a  domestic  market  for  trade  while  our 
international  competitors  have  existed  and  survived  only  by  competing  in  foreign  markets. 

•     Only  a  small  percent  of  U.S.  firms  account  for  nearly  all  our  foreign  exports. 

The  ideal  solution  would  be  to  combine  most  of  our  19  agencies  that  deal  with  trade  and 
export  promotion,  negotiations,  finance,  and  assistance. 

At  the-very  least  it  is  critical  that  as  we  dismantle  and  reorganize  trade  and  export 
fimctions  in  the  Department  of  Commerce,  State  and  other  agencies,  and  that  we  establish  a 
coherent  basis  for  an  Office  of  Trade  with  cabinet-level  status. 

While  I  concur  with  current  efiforts  to  dismantle  certain  agencies,  it  would  be  a  dramatic 
error  to  leave  trade  promotion  and  assistance  in  its  disorganized  state. 
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EXPLANATION  OF  LKGISLATTVE  PROPOSAL 

That  is  why  I  have  been  joined  by  several  of  my  colleagues  in  introducing  legislation  which 
will  be  the  first  step  in  doing  a  better  job  promoting  trade  with  limited  resources  The  bill  lays  the 
groundwork  for  a  United  States  Office  of  Trade  with  cabinet  level  status. 

The  Office  will  integrate  the  trade  and  economic  functions  of  the  United  States  Trade 
Representative,  the  Commerce  Department,  and  the  Trade  and  Development  Agency. 

The  United  States  Trade  Representative  will  head  the  restructured  Office  and  will 
continue  to  perform  the  role  of  the  nation's  chief  negotiator  and  will  additionally  be  responsible 
for  trade  promotion,  policy,  and  administration.  The  Administration  will  be  at  cabinet-level  and 
removed  from  the  Executive  Office  of  the  President. 


The  USTR  will  be  supported  by  two  Deputy  United  States  Trade  Representative  (with 
ambassador  status)  who  will  be  responsible  for  all  trade  negotiations,  and  a  Deputy  Administrator, 
who  will  serve  as  the  agency's  chief  operating  officer  responsible  for  non-USTR  functions, 
including  administration  of  trade  laws,  promotion  of  exports,  and  trade  policy  analysis. 

The  organizational  structure  will  be  flat  and  designed  so  that  each  function  will  maintain 
its  own  functional  autonomy.  This  will  ensure  that  the  negotiation  function  can  still  be 
performed  effisctively.  The  USTR  will  be  the  Chair  of  the  Trade  Promotion  Coordinating 
Committee,  and  will  be  responsible  for  developing  and  coordinating  U.S.  trade  policy. 

In  addition,  my  proposal  elevates  the  current  International  Trade  Administrator  by  giving 
that  position  in  the  US  Trade  Office   ambassadorial  status. 

This  plan  accomplishes  several  important  objectives: 

First,  we  preserve  the  functions  in  the  Department  of  Commerce  that  actually  create 
exports  and  therefore  jobs. 

Second,  business  keeps  a  seat  at  the  cabinet  table.  It  is  critical  that  business  be 
represented  at  the  cabinet  level  in  order  for  our  international  economic  interests  to  be  weighed  in 
the  executive  decision  making  process.  Otherwise,  the  diplomatic  and  security  concerns  of  the 
Department  of  State  and  Department  of  Defense  might  overpower  our  economic  concerns.  It  is 
critical  that  in  this  post-Cold  War  era,  we  recognize  that  our  economic  interests  are  really  of 
utmost  importance  in  international  relations. 
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One  key  provision  in  my  proposal  which  recognizes  the  importance  of  the  commercial 
interests  retains  the  licensing  of  dual-use  and  enforcement  functions  in  this  United  States  Trade 
Office,  instead  of  transferring  this  function  to  the  State  Department.    The  placement  of  this 
flinction  IS  critical.  Again,  as  we  restructure,  we  must  do  so  in  a  way  which  ensures  that  our 
international  competitiveness  is  enhanced.  Having  BXA  in  the  OflBce  of  Trade  ensures  that  the 
proper  balance  between  competitive  and  national  security  interests  will  be  struck  in  licensing  dual- 
use  technologies. 

Third,  we  have  a  nucleus  for  a  more  comprehensive  Trade  OflBce  which  will  be  able  to 
more  eflfectively  coordinate  our  trade  policy.  This  proposal  specifically  assigns  the  USTR  as  the 
Chairperson  of  the  Trade  Promotion  Coordinating  Committee.  Finally,  we  will  have  one  person 
who  not  only  has  that  title,  but  has  the  authority  as  the  head  of  the  US  Trade  OflBce  to  implement 
this  coordination.     Eventually,  I  would  like  to  see  other  important  trade  functions  folded  into  this 
OflBce  for  a  more  unified  US.  trade  effort. 


EXAMPLES  OF  INEFFICIENCIES 

In  order  to  compete  in  the  international  arena,  large  and  small  businesses  need  every  bit  of 
assistance  and  aid  to  succeed.  The  embassies  of  other  nations  have  become  trade  and  business 
centers. 

The  United  States  has  twice  the  number  of  economic  oflBcers  in  its  embassies  gathering 
statistics  than  Foreign  Commercial  Service  oflBcers.  I  was  pleased  to  see  that  Chairman  Rogers' 
Commerce,  State,  Judiciary  appropriations  bill  committee  report  identified  the  State  Department 
economic  officers  as  a  duplicative  of  the  Foreign  Commercial  Service  oflBcers.  That  report 
directed  the  State  Department  rectify  that  duplication  by  eUminating  the  State  Department 
economics  oflficer  positions  that  are  duplicative. 

For  example,  with  trade  delegations  and  in  visits  I  found  in  Moscow  that  the  Foreign 
Commercial  Service  oflBcers  I  could  count  on  one  han^l,  while  AID  had  an  entire  building  filled 
with  hundreds  of  employees. 

Last  year  in  Brataslava,  in  the  capital  of  the  emerging  Slovak  former  eastern  bloc  nation,  I 
found  an  AID  oflBce  that  exists  which  is  larger  than  our  embassy  oflBce  with  1  part  time  U.S. 
Foreign  Commercial  Service  oflBcer  commuting  from  Vienna. 

To  make  matters  worse  and  justify  their  existence,  AID  is  now  opening  U.S.  commercial 
oflfices  with  limited  cooperation  and  coordination  with  our  Foreign  Commercial  Service. 
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I  attached  language  to  the  Foreign  Aid  authorization  bill  which  proposes  a  study  for  how 
we  can  accomplish  true  consolidation  and  streamlining  which  would  impact  all  of  the  19  differing 
agencies    This  language  will  also  be  part  of  the  Senate  bill.  For  now,  however,  my  proposal 
simply  starts  with  the  trade  functions  of  the  Commerce  Department. 


CASE  FOR  COMBINING  THE  USTR  &  COMMERCE  FUNCTIONS 

Finally,  let  me  address  one  of  the  concerns  that  might  be  raised  regarding  my  bill.  First, 
some  might  argue  that  the  USTR's  office  is  lean  and  mean  and  should  be  left  out  of  any  trade 
office.  Let  me  suggest  that  the  federal  government  should  play  two  roles  relating  to  trade: 

First,  we  should  negotiate  for  open  and  free  markets 

Second,  we  should  assist  U.S.  business  exploit  those  open  and  free  markets. 

Let  me  just  say,  if  these  two  functions  aren't  coordinated  or  compatible,  then  those  two 
goals  will  never  be  achieved.  All  of  our  major  trading  partners  like  Canada,  Japan,  France  and  the 
U.K.  have  a  single,  unified  agency. 

In  addition,  it  should  be  noted  that  one  of  the  reasons  we  have  only  170  people  at  the 
USTR's  office  is  because  most  their  analysis  and  technical  support  comes  from  the  Commerce 
Department.  I  beheve  the  eflfectiveness  of  both  of  these  functions  could  be  enhanced  if  they 
worked  in  a  single,  coordinated  unit. 

I  would  also  like  to  introduce  into  the  record  recent  testimony  given  by  the  former  USTR, 
Clayton  Yeutter,  who  argues  eloquently  in  favor  a  single,  unified  Trade  Office  which  would  be 
headed  by  the  USTR. 

Again,  it  is  critical  that  we  provide  all  Americans  with  the  capability  of  competing  in  the 
international  marketplace  with  the  tools  and  resources  to  be  successful. 

Only  then  will  the  U.S.  create  jobs  and  opportunities  for  the  future. 


57 


'327  CANNON  BUILDING  >-5ib^.  COMMITTEES 

WASHINGTON,  DC  20515-2208  ^^,^..^-^^ 

(2021 225-4872  ^^^9^  BAHKINO  AND  RNANOAL  SERVICES 

1202)  225-3034  FAX 

10049  EAST  GRAND  RIVER 

SUITE  900 

BRIGHTON,  Ml  48t  16 

(8101  220-1002 
(8101  220-1020  FAX 


Congres;£(  of  tte  ^niteb  ^tatese 
J^ouse  of  Eeprefiientatibe£( 


721  NORTH  CAPITOl 

SUCTE  THREE 
LANSING.  Mi  40906 

(5.7,4»-i77o  DICK  CHRYSLER 


SMAUBUSmESS 

UH<iv  v<nnTaL£n 

484-5S75FAX 


TOLL  f REE 

Statement  of 


The  Honorable  Dick  Chrysler 
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before  the 

Committee  on  International  Relations 
August  4,  1995 


Thank  you,  Mr.  Chairman,  for  the  opportunity  to  appear  before  this  Committee  to  discuss  the 
dismantling  of  the  Commerce  Department    This  bill  was  the  dedicated  effort  of  a  number  of 
Members  including  my  colleagues  Mark  Neumann.  Sue  Kelly,  Helen  Chenoweth,  Mark  Sanford, 
Jack  Metcalf,  Wes  Cooley,  Ed  Bryant,  and  Jim  Talent 

Combined  with  the  proposal  from  my  colleague  John  Mica  to  establish  a  United  States  Office  of 
Trade,  and  with  the  full  support  of  the  Speaker,  the  leadership,  70  co-sponsors,  and  the 
concurrence  of  the  Senate,  I  am  confident  that  we  are  well  on  our  way  to  a  more  effective  —  and' 
less  costly  ~  approach  to  trade  policy  and  trade  promotion. 

As  you  know,  Mr.  Chairman,  the  current  Commerce  Department  is  truly  "the  government's  attic" 
—  a  behemoth  with  fingers  in  dozens  of  completely  unrelated  pies,  from  census  to  trade  to 
weather    It  doesn't  make  sense,  and  it  doesn't  have  to  be  this  way    Our  bill  sets  out  to  bring  some 
order  out  of  bureaucratic  chaos  by  sorting  through  the  attic,  moving  out  what  it  makes  sense  to 
keep,  and  discarding  or  cutting  back  on  functions  that  don't  fit  with  today's  realities 

I  know  that  you,  Mr.  Chairman,  and  this  committee  are  primarily  concerned  with  how  our  effort 
to  dismantle  Commerce  will  affect  the  way  the  US  Government  conducts  international  trade 
policy  and  trade  promotion.  To  quote  Commerce  Secretary  Brown,  there's  been  a  lot  of  "hot 
rhetoric"  on  this  subject  —  though  I'm  afraid  a  good  deal  of  the  rhetoric  has  come  from  Mr. 
Brown  himself   So  I'd  like  to  use  my  time  today  to  set  the  record  straight  on  some 
misconceptions  about  our  effort. 

Mr  Brown  has  claimed  that  eliminating  the  Commerce  Department  will  be  tantamount  to 
"unilateral  disarmament,"  gutting  the  ability  of  the  United  States  to  compete  in  world  markets 
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through  aggressive  export  promotion  and  sensible  trade  policies    I  don't  buy  that  argument  for  a 
minute    Mr.  Brown's  argument  assumes  that  it's  a  good  thing  for  the  US  to  have  trade  functions 
housed  in  an  agency  in  which  they  are  swallowed  up,  just  another  part  of  the  clutter  of  the  attic 
Do  our  trading  partners  think  we're  serious  about  trade  when  functions  directly  related  to  trade 
account  for  less  than  5  percent  of  the  budget  for  the  department  we  call  "Commerce'^"  Mr 
Brown  implies  that  our  trade  policy  and  promotion  efforts  will  only  work  if  they  are  carried  out 
by  lots  and  lots  of  people  sitting  in  a  very  big  building.  I  know  the  people  of  my  district  sent  me 
here  to  challenge  that  kind  of  assumption. 

The  fact  is,  we  can  conduct  a  much  more  effective  trade  policy  by  restructuring  and  downsizing 
the  trade  bureaucracy    The  current  US  structure  for  trade  policy  ~  USTR  as  the  leader. 
Commerce's  International  Trade  Administration  as  the  "poor  cousins"  ~  is  an  anomaly    It's 
wasteful,  duplicative,  and  it  reduces  our  effectiveness  vis-a-vis  our  major  trading  partners,  like 
Canada,  Japan,  France,  and  the  UK,  which  have  single,  unified  trade  agencies 

I  am  absolutely  convinced  that,  by  breaking  Commerce's  trade  functions  out  of  a  hidebound 
bureaucracy,  by  streamlining  those  functions,  and  by  eliminating  the  senseless  division  that  exists 
between  USTR  and  the  International  Trade  Administration,  U.S.  business  will  end  up  with  a  much 
more  effective  advocate,  and  our  trading  partners  will  face  a  much  more  formidable  presence 
across  the  negotiating  table    My  bill,  and  Mr.  Mica's,  move  us  toward  that  goal. 

We're  not  "disarming"  —  we're  rethinking,  retooling,  consolidating  jmd  learning  from  the 
successes  of  our  trading  partners. 

On  a  related  point,  I've  heard  a  great  deal  about  how  the  elimination  of  the  Commerce 
Department  would  deprive  American  business  of  an  advocate  at  the  President's  cabinet  table    Yet 
the  "voice  for  business"  at  today's  Commerce  Department  is  notably  silent  on  issues  most 
important  to  American  business,  including  cutting  the  capital  gains  tax,  enacting  regulatory  and 
tort  reform,  and  most  importantly,  balancing  the  federal  budget.  As  a  businessman  myself  I  agree 
that  this  country's  traders  and  entrepreneurs  should  have  a  voice  within  the  executive  branch,  and 
I  support  the  Mica  proposal  to  establish  a  cabinet-level  United  States  Office  of  Trade. 

Again,  I  am  completely  convinced  that  the  interests  of  American  business  will  be  better  served  by 
a  consolidated  office  focussed  exclusively  on  trade  than  by  a  vast  and  scattered  bureaucracy 
moving  in  dozens  of  different  directions. 

At  the  same  time,  efforts  to  rationalize  U.S.  trade  policy  and  promotion  must  recognize  that  the 
private  sector  is  its  own  best  advocate,  and  our  institutional  structure  must  make  more  room  for 
industry  associations  and  individual  businesses.  Yes,  business  needs  an  advocate  in  government; 
what  it  doesn't  need  is  a  paternalistic  middleman,  which  is  what  our  trade  policy  and  promotion 
bureaucracy  has  too  often  been.   So  one  of  the  elements  of  my  bill  is  a  provision  furthering  the 
role  of  industries  boards,  allowing  business  to  directly  support  government  trade  policy 
formulation  and  trade  promotion  eflforts. 
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Let  me  turn  for  a  moment  to  our  proposal  to  eliminate  the  domestic  arm  of  the  United  States  & 
Foreign  Commercial  Service  —  another  element  of  our  bill  which  has  been  misunderstood 
Several  of  my  colleagues  in  the  House,  and  a  number  of  business  representatives,  have  rushed  to 
defend  the  v/ork  that  domestic  US&FCS  offices  have  done  to  promote  trade.  I'm  not  here  to 
question  those  assertions  ~  I'm  sure  these  offices  are  doing  fine  work  in  many  cases. 

But  clearly,  Mr.  Chairman,  we  have  a  budget  resolution  which  requires  us  to  make  tough  choices. 
For  me,  the  most  useful  guide  to  making  those  choices  is  the  following  question:  Is  the  U.S. 
Government  the  only  entity  which  can  perform  these  functions?  In  the  case  of  domestic 
US&FCS  offices,  the  answer  clearly  is  no,  especially  in  the  age  of  fax  macliines  and  the  Internet. 
I  recently  learned  that  up  to  90  percent  of  the  questions  received  in  the  Salt  Lake  City,  Utah, 
domestic  office  are  repeat,  routine  questions.  These  questions  can  be  answered  as  eflFectively  and 
less  expensively  using  the  technology  now  available  to  us. 

Our  proposal  concentrates  on  keeping,  and  strengthening,  the  presence  of  the  US&FCS  in  our 
embassies  abroad,  where  commercial  officers  are  doing  the  most  good,  and  where  US  companies 
have  the  greatest  need  for  "eyes  and  ears"  which  are  alert  to  trading  opportunities. 

I  know,  too,  that  there  is  some  concern  about  our  proposal  to  transfer  Commerce's  export 
licensing  functions  to  the  State  Department,  and  I  have  heard  a  great  deal  about  this  from  the 
business  community.  Let  me  just  say  that  the  issue  of  export  controls  was  one  of  the  most 
diflRcult  problems  we  faced  in  drafting  our  legislation,  and  I  recognize  that  this  is  a  sensitive  issue 
from  a  number  of  different  angles  ~  trade  competitiveness,  national  security,  and  foreign  relations. 

But  I  do  not  accept  the  notion  that  the  Commerce  Department  is  the  only  agency  where  this  work 
can  be  done  eflFectively,  and  I  certainly  do  not  accept  the  notion  that  Commerce  should  be  •  ' 
maintained  "as  is"  in  order  to  save  the  Bureau  of  Export  Administration. 

I  continue  to  believe  that  the  State  Department  can  administer  export  licensing  in  a  way  which 
balances  national  security  and  commercial  interests    And  I  think  that  Congressman  Mica's 
proposal  to  house  export  hcensing  within  a  small,  streamlined  United  States  Trade  Office  gives  us 
another  good  option  to  consider  as  we  move  towards  budget  reconciUation. 

Finally,  there  have  been  some  unsubstantiated  assertions  that  our  proposal  to  dismantle  the 
Commerce  Department  would  not  result  in  any  significant  fiscal  savings.  This  is  nonsense    The 
Congressional  Budget  OflBce  has  indicated  that  our  bill  would  save  $7.7  billion  over  five  years  —  a 
significant  down-payment  on  our  goal  of  a  balanced  budget  by  2002. 

Mr.  Chairman,  I  have  been  unhappy  during  the  past  couple  of  weeks  with  talk  about  "trophy 
hunting."  I  hear  it  said  that  those  of  us  leading  the  charge  to  dismantle  the  Commerce 
Department,  including  our  Speaker,  could  care  less  about  good  government  —  we  just  want  a 
trophy  to  wave  at  the  American  people. 
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I  am  offended  by  this,  and  I  am  astounded  by  the  impulse  to  assume  that  restructuring  and 
downsizing  government  agencies  will  make  those  agencies  less  effective    Let  me  be  clear    I  am 
here  to  try  to  make  our  government  work  better  and  to  ensure  that  it  is  more  —  not  less  — 
responsive  to  the  American  people    1  think  the  Commerce  Department  is  an  excellent  place  to 
start,  and  I'm  gratified  that  the  leadership  of  this  House,  and  all  the  members  who  voted  "yes"  on 
the  budget  resolution,  agree. 

Even  White  House  Chief  of  Staff  Leon  Panetta  understands  the  wisdom  of  consolidating  an 
overblown  federal  bureaucracy.  Let  me  quote  from  a  November  23,  1994,  Washington  Post 
story:   "In  1991,  while  in  Congress  and  chairman  of  the  House  Budget  Committee,  Panetta  called 
for  consolidating  the  14  Cabinet  departments  into  six    Too  many  departments,  he  complained 
then,  have  overlapping  jurisdiction."  Mr  Chairman,  of  all  the  departments  in  government. 
Commerce  has  the  most  overlapping  jurisdiction,  and  I  ask  that  a  graph  from  the  General 
Accounting  OfBce  illustrating  Commerce's  shared  missions  be  included  in  the  record 

With  the  support  of  the  leadership,  we  have  a  unique  opportunity  to  change  the  way  that  US 
trade  policy  and  trade  promotion  is  carried  out  —  and  to  change  it  for  the  better.  My  bill,  and  Mr. 
Mica's,  allow  us  to  keep  what  is  strong  about  the  Commerce  Department  —  the  "foreign"  part  of 
the  Foreign  Commercial  Service,  for  example  —  and  get  rid  of  the  unproductive  deadwood    We 
will  end  up  with  a  trade  policy  and  trade  promotion  structure  which  speaks  with  one  voice,  is  less 
costly  to  taxpayers,  and  is  more  effective  in  responding  to  the  complexities  of  today's  trading 
environment. 

I  look  forward  to  continuing  to  work  with  Mr.  Mica,  with  the  members  of  this  committee,  and 
with  all  of  my  colleagues  to  formulate  a  budget  reconciliation  bill  which  strengthens  our  ability  to 
compete,  and  which  moves  us  closer  to  our  goal  of  a  streamlined  federal  government.  "  ' 

Thank  you,  Mr.  Chairman. 
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.   The  Department  of  Commerce  Dismantling  act 

Legislative  Summary 

Former  Commerce  Secretary  Robert  Mosbacher  recently  called  the  Department,  "nothing  more 
than  a  hall  closet  where  you  throw  in  everything  that  you  don't  know  what  do  to  with." 

The  Department  of  Commerce  has  evolved  into  a  "a  loose  collection  of  more  than  100  programs" 
according  to  the  agency's  own  Inspector  General.  The  General  Accounting  Office  goes  further, 
reporting  that  the  Department  "faces  the  most  complex  web  of  divided  authorities"  sharing  its 
"missions  with  at  least  71  federal  departments,  agencies,  and  offices."  Its  bureaucracy  is  bloated, 
its  infrastructure  is  in  disrepair,  and  more  than  60  percent  of  its  resources  are  dedicated  to 
activities  completely  unrelated  to  its  mission.  Former  Commerce  Department  officials  recently 
testified  before  the  House  Budget  Committee  that  the  few  imique  functions  contained  in      .  , 
Commerce  suffer  under  the  multiple  tiers  of  bureaucracy  and  its  263  political  appointees. 

Today's  Department  of  Commerce  cannot  be  "reinvented."  Its  problems  can  only  be  solved  if  it 
is  dismantled.  The  Department  of  Commerce  Dismantling  Act  was  drafted  by  a  House  and 
Senate  Task  Force  consisting  of  Members  of  Congress,  Senators,  former  Department  officials,  . 
and  outside  experts,  with  the  following  four  principles  as  a  guide: 

►  Those  programs  deemed  uimecessary  or  wastefiil  are  terminated. 

►  Those  programs  duplicative  of  other  departments  or  agencies  are  consolidated. 

►  Those  programs  that  serve  a  valid  purpose  are  transferred  to  more  appropriate 
agencies. 

►  Those  programs  which  can  be  better  performed  outside  the  government  will  be 
privatized. 
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Following  is  a  brief  agency-by-agency  description  of  the  legislation.  The  terminations,  transfers 
and  consolidations  are  to  be  completed  over  a  thirty-six  month  period  under  the  direction  of  a 
temporary  Commerce  Programs  Resolution  Agency.  The  savings  indicated  are  preliminary 
Congressional  Budget  Office  figures  over  five  years. 

Administrative  Functions 

The  Office  of  the  Secretary,  General  Counsel,  Inspector  General,  and  other  administrative 
functions  are  terminated. 

Estimated  Savings:      $250  million 

Economic  Development  Administration 

The  EDA  provides  grants  and  assistance  to  loosely-defined  "economically  depressed"  regions. 
EDA's  functions  are  duplicated  by  numerous  other  federal  agencies  including  the  Departments  of 
Agriculture,  HUD,  and  Interior,  the  Small  Business  Administration,  die  Tfetmessee  Valley 
Authority  and  the  Appalachian  Regional  Commission.  The  parochial  nature  of  the  program  often 
targets  EDA  grants  to  locations  with  healthy  economies  which  do  not  need  federal  assistance. 
The  EDA  is  terminated  and  its  grant  programs  eliminated,  transferring  outstanding  obligations  to 
the  Treasury  Department  for  management  or  sale. 

Estimated  Savings:      $1,139  billion 

Minority  Business  Development  Agency 

Although  MBDA  has  spent  hundreds  of  millions  on  management  assistance  —  not  capital  •  • 
assistance,  since  1971,  the  program  has  never  been  formally  authorized  by  Congress.  The 
MBDA's  stated  mission,  to  help  minority-owned  businesses  get  government  contracts,  is 
duplicated  by  such  agencies  and  programs  as  the  Small  Business  Administration  and  its  failed 
8(a)  loan  program,  and  Small  Business  Development  Centers,  along  with  the  private  sector.  The 
MBDA  would  be  terminated  and  its  98  field  offices  closed. 

Estimated  Savings:      $  1 83  million 

United  States  Travel  &  Tourism  Administration 

This  Administration  seeks  to  promote  travel  and  tourism  in  the  United  States  through  trade  fairs 
and  other  promotional  activities.  According  to  the  Heritage  Foundation,  "the  agency  often  works 
with  private  sector  organizations,  including  the  Travel  Industry  Association  of  America,  to 
organize  events  such  as  the  'Discover  America  Pow  Wow'  or  the  'Pow  Wow  Europe.'  There  is  no 
justification  for  federal  involvement  in  such  promotional  activities  of  a  commercial  nature." 
Because  functions  such  as  these  are  already  extensively  addressed  by  states,  localities,  public 
sector  organizations,  and  the  private  sector,  the  USTTA  is  immediately  terminated. 

Estimated  Savings:      $75  million 
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Technology  Administration 

The  Technology  Administration  currently  works  with  industry  to  promote  the  use  and 
development  of  new  technology.  Because  government  in  general,  and  the  federal  government  in 
particular,  is  poorly  equipped  to  "pick  winners  and  losers"  in  the  marketplace  -  frequently 
allowing  political  criteria  rather  than  market  criteria  determine  the  choice  -  this  agency  is 
terminated,  including  the  Offices  of  Technology  Policy,  Technology  Commercialization,  and 
Technology  Evaluation  and  Assessment 

The  Industrial  Technology  Service  programs,  including  the  Advanced  Technology  Program 
(ATP)  and  the  Manufacturing  Extension  Partoerships,  are  terminated;  these  programs  are  often 
cited  as  prime  examples  of  corporate  welfare,  wherein  the  federal  government  invests  in  applied 
research  programs  which  should  be  conducted  in  the  private  sector. 

The  weights  and  measures  ftmctions  of  the  National  Institute  for  Standards  &  Technology  would 
be  transferred  to  the  National  Science  Foundation.  The  National  Technical  Information  Service, 
a  clearinghouse  for  technical  government  information,  would  be  privatized. 

Estimated  Savings:      $1 .872  billion 

National  Telecommunications  and  Information  Administration 

The  NTIA,  an  advisory  body  on  national  telecommimications  policy,  would  be  terminated, 
including  its  grant  programs.  Federal  spectrum  management  ftmctions  would  be  transferred  to 
the  Federal  Communications  Commission. 

Estimated  Savings:      $315  million  •< 

Patent  &  Trademark  Office 

Providing  for  patents  and  trademaiics  is  a  Constitutionally-mandated  government  ftuiction.  Our 
proposal  would  transfer  this  office  to  the  Justice  Department,  requiring  the  PTO  to  be  supported 
completely  through  fee  collection. 

Estimated  Savings:      $375  million 

Economic  &  Statistics  Administration 

The  Bureau  of  the  Census,  another  Constimtionally-mandated  function,  is  transferred  to  the 
Treasury  Department  Select  General  Accounting  Office  recommendations  for  savings  at  the 
Bureau  would  be  implemented.  The  Bureau  of  Economic  Analysis  is  transferred  to  the  Federal 
Reserve  System  to  ensure  the  integrity  of  data.  The  superfluous  ESA  bureaucracy  would  be 
eliminated. 

Estimated  Savings:     $827  million 
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National  Oceanic  &  Atmospheric  Administration 

While  the  activities  of  NOAA  are  only  tangentially  related  to  the  promotion  of  commerce,  it 
makes  up  over  40%  of  the  Department  of  Commerce  budget  The  individual  fiinctions  of  this 
agency  would  be  sent  to  more  appropriate  agencies  or  departments: 

National  Marine  Fisheries  Service  -  The  enforcement  functions  of  this  agency  would  be 
transferred  to  the  Coast  Guard,  while  the  scientific  fiinctions  would  be  transferred  to  the 
Fish  and  Wildlife  Service.  Seafood  inspection  would  be  transferred  to  the  Department  of 
Agriculture,  which  already  carries  out  most  food  inspection  programs.  State  fishery 
grants  and  commercial  fisheries  promotion  are  terminated. 

National  Ocean  Service  -  Geodesy  functions  are  transferred  to  the  U.S.  Geological 
Survey.  Coastal  and  water  pollution  research  duplicated  by  the  Environmental  Protection 
Agency  is  terminated.  Marine  and  estuarine  sanctuary  management  would  be  transferred 
to  the  Interior  Department,  which  already  manages  some  fisheries.  Nautical  and 
aeronautical  charting  is  privatized,  as  tl:e  private  sector  undertakes  this  activity  already. 

National  Environmental  Satellite,  Data  &  Information  Service  -  The  weather  satellites  of 
this  agency  are  transferred  to  the  National  Weather  Service  to  consolidate  these  functions, 
\^le  the  NESDIS  data  centers  would  be  privatized. 

Olffice  of  Oceanic  &  Atmospheric  Research  -  Because  many  of  its  activities  are 
duplicative  of  other  federal  agencies  or  could  be  better  served  by  the  private  sector,  this 
ofSce  is  terminated.  The  labs  which  could  operate  in  the  private  sector  will  be  sold  and 
the  remaining  labs  will  be  transferred  to  the  Interior  Department. 

NOAA  Corps  -  The  NOAA  Corps  is  terminated  and  its  vessels  sold  to  the  private  sector. 
Services  can  be  obtained  in  the  private  sector  and  its  fleet  is  in  disrepair. 

Estimated  Savings:      S2.338  billion 


Bureau  of  Export  Administration 

The  BXA  is  one  of  several  agencies  responsible  for  monitoring  U.S.  exports  that  may 
compromise  national  security.  Because  this  function  remains  important  to  the  country,  our 
legislation  would  reassign  these  functions  as  follows: 

Export  Licensing  Functions  transferred  to  the  State  Department  -  The  determination  of 
export  controls  would  be  transferred  to  the  State  Department,  vk^ere  some  licensing 
fimctions  are  already  performed.  The  United  States  Trade  Representative  would  advise 
the  State  Department  in  disputed  cases. 
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Export  Enforcement  Functions  transferred  to  Customs  Service  -  The  Customs  Service, 
\\iiich  already  has  the  staff,  expertise,  and  facilities,  would  enforce  the  export  licensing 
determined  by  the  State  Department. 

Estimated  Savings:      $91  million 

International  Trade  Administration 

The  Department  of  Commerce  claims  to  be  the  lead  in  trade  promotion,  but-actually  plays  a 
small  part.  Five  percent  of  Commerce's  budget  is  dedicated  to  trade  promotion,  and  it  comprises 
only  8  percent  of  total  federal  spending  on  trade  promotion.  The  ITA  is  the  primary  trade  agency 
within  the  Department  of  Commerce.  Our  legislation  would  transfer  the  offices  of  the  ITA  to 
agencies  where  their  functions  may  be  better  performed: 

Import  Administration  transferred  to  the  Office  of  the  United  States  Trade  Representative 
-  The  USTR,  which  akeady  plays  a  role  in  this  area,  would  make  determinations  of  unfair 
trade  practices. 

U.S.  and  Foreign  Commercial  Service  transferred  to  the  Office  of  the  United  States  Trade 
Representative  -  The  domestic  component  of  USFCS  is  terminated,  and  the  foreign 
component  would  be  transferred  to  the  Office  of  the  United  States  Trade  Representative, 
which  already  takes  the  lead  in  trade  policy. 

International  Economic  Policy  terminated  -  This  office  would  be  terminated,  and  these 
functions  would  continue  to  be  carried  out  by  the  USTR. 

Trade  Development  Function'-  terminated  -  The  fimctions  of  this  office  would  be    •  « 
terminated  and  replaced  with  a  series  of  Industry  Advisory  Boards,  composed  of 
representatives  from  the  private  sector  to  provide  advice  to  policy  makers,  at  no  cost  to 
the  federal  government. 

Estimated  Savings:      S294  million 


TOTAL  SAVINGS 

OVER  FIVE  YEARS:  $7,765  BiUion 
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Attachment   XI 


Department  of  Commerce's  Share  of 
Spending  on  its  Four  IVIissions 
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STATEMENT  OF  THE  HONORABLE  DONALD  MANZULLO 

BEFORE  THE  INTERNATIONAL  RELATIONS  COMMITTEE 

ON  THE  FUTURE  OF  THE  DEPARTMENT  OF  COMMERCE 

August  4,  1995  10:30  AM  in  Room  2172  RHOB 

Mr.  Chairman,  it  is  an  honor  to  appear  before  you  this 
morning.   Even  though  I  am  a  Member  of  this  committee,  thank  you 
for  the  opportunity  to  testify  before  you  this  morning.   This 
committee's  jurisdiction  over  the  Commerce  Department  focuses  on 
the  trade  promotion  efforts.   With  the  commitment  of  the  House 
leadership  to  dismantle  the  department,  it  is  important  to 
discern  what  is  truly  critical  to  our  nation's  competitiveness. 
I  also  want  to  take  this  opportunity  to  inform  you  about  the  work 
I  have  been  doing  on  the  Export  Subcommittee  I  chair  on  the  Small 
Business  Committee. 

Earlier  this  spring,  I  began  to  hold  a  series  of  hearings  on 
the  appropriate  role  and  function  of  federal  export  promotion 
programs,  focusing  on  small  business.   There  has  been  much  talk 
in  this  town  about  lumping  in  these  programs  with  "corporate 
welfare."   These  hearings  were  designed  to  get  to  the  heart  of 
the  matter. 

First,  I  brought  in  the  principle  players  in  the 
Administration  who  promote  commercial  exports  to  explain  and 
justify  their  programs.   Because  agriculture  receives  over  half 
of  export  promotion  funding,  I  held  a  second  hearing  specifically 
focusing  on  farm  exports.   To  get  more  at  the  unvarnished  truth, 
I  asked  several  academic  experts  who  do  not  participate  in  any  of 
these  export  promotion  programs  to  comment  on  the  merits  or 
pitfalls  of  these  programs.   This  hearing  included  the  General 
Accounting  Office.   Finally,  several  small-  and  medium-size 
businesses  testified  at  my  fourth  hearing  to  explain  how  these 
export  promotion  programs  have  helped  to  create  and  sustain  jobs 
in  their  company.   After  the  August  break,  I  intend  to  hold 
another  hearing  on  private  sector  resources  that  provide  export 
information. 

What  did  the  subcommittee  learn  from  these  hearings?   First, 
the  federal  government  has  an  information  providing  and  advocacy 
role  in  export  promotion.   This  is  not  corporate  welfare  because 
these  programs  are  open  to  all  businesses.   The  government  does 
not  pick  "winners  and  losers."   The  key  is  getting  the  word  out 
that  these  programs  exist  and  making  them  work  better. 
Unfortunately,  when  most  businesses  think  of  government,  they 
think  of  regulations  and  taxes.   They  do  not  believe  that  any 
government  program  can  help  them.   Export  promotion  fits  in  this 
category. 
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Second,  export  promotion  efforts  of  the  federal  government 
are  a  confusing  mass  of  programs  that  are  not  fully  integrated. 
I  submit  for  the  record  a  copy  of  a  chart  prepared  at  my  request 
by  the  Department  of  Commerce  of  the  19  agencies  involved  in  the 
Trade  Promotion  Coordinating  Committee  (TPCC)  process.   If  it  is 
hard  for  us  to  understand,  can  you  imagine  a  business  person 
trying  to  figure  this  out? 

Third,  as  the  GAO  testified,  keeping  these  programs  does  not 
necessarily  have  to  mean  spending  more  money.   In  fact,  you  can 
do  a  lot  more  with  the  proposed  $3.2  billion  1996  budget  request 
for  these  programs  through  streamlining  and  consolidation.   Why 
is  it  that  nearly  half  of  the  Trade  Development  and  the 
International  Economic  Policy  office  are  frequently  asked  by  the 
United  States  Trade  Representative's  office  to  focus  on  trade 
policy?   Do  we  need  that  many  people  in  those  offices? 

Why  do  we  have  a  separate  Foreign  Agricultural  Service 
officer  and  a  U.S.  and  Foreign  Commercial  officer  serving  in  the 
same  embassy  abroad  or  in  the  same  city  here  at  home?  Why  is  the 
budget  of  Agriculture's  Market  Promotion  Program  at  $110  million, 
serving  less  than  10  percent  of  our  overall  exports,  while  the 
U.S.  &  Foreign  Commercial  Service  has  a  budget  of  $165  million, 
serving  the  other  90  percent  of  U.S.  exporters? 

It  is  obvious  that  we  need  to  totally  rethink  the  federal 
government's  trade  promotion  organization.   The  GAO  identified 
five  key  principles  for  the  Exports  Subcommittee  in  reorganizing 
government: 

1)  Reorganization  demands  an  integrated  approach; 

2)  Reorganization  plans  should  be  designed  to  achieve 
specific,  identifiable  goals; 

3)  Once  the  goals  are  identified,  the  right  vehicle  must  be 
chosen  for  accomplishing  them; 

4)  Implementation  is  critical  to  the  success  of  any 
reorganization;  and 

5)  Oversight  is  needed  to  ensure  effective  implementation. 

I  ask  that  the  entire  GAO  response  to  my  inquiry  be  made  a 
part  of  the  record. 

Today,  I  come  in  support  of  the  trade  reorganization 
legislation  introduced  by  good  friend,  John  Mica.   It  is  not  as 
comprehensive  as  I  would  like  to  go,  but  this  legislation 
fulfills  at  least  the  first  three  criteria  identified  by  the  GAO. 
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Mr.  Mica's  bill  consolidates  two  voices  on  trade  —  the  U.S. 
Trade  Representative  and  the  Undersecretary  of  the  International 
Trade  Administration  at  the  Department  of  Commerce.   This  bill 
corrects  the  legal  fiction  that  exists  between  USTR  and  ITA  where 
ITA  lends  their  employees  at  USTR's  request  to  help  with  trade 
policy  matters.   It  is  critically  important  to  remember  that 
trade  policy  is  fundamentally  different  than  trade  promotion. 
Even  though  the  mission  of  ITA  is  suppose  to  be  boosting  American 
exports,  their  employees  are  often  times  focused  on  supporting 
our  trade  negotiators.   This  new  Office  of  Trade  would  allow  the 
new  administrator  to  properly  allocate  resources  between  trade 
policy  and  export  promotion  experts. 

Second,  Mr.  Mica's  bill  would  begin  the  process  of 
streamlining  trade  functions  currently  spread  among  the  19 
agencies  in  the  TPCC  process.   As  part  of  the  reauthorization 
process  for  the  Small  Business  Administration,  the  Small  Business 
Committee  is  prepared  to  eliminate  SBA's  12  person  Office  of 
International  Trade.   But  we  need  to  have  a  government  resource 
for  small  businesses  interested  in  exporting.   That  resource  can 
be  contained  in  this  new  Office  of  Trade. 

In  fact,  one  of  the  top  20  recommendations  of  the  delegates 
to  the  White  House  Conference  on  Small  Business  last  June 
encouraged  the  creation  of  a  "one-stop-shop"  for  trade 
information  and  assistance,  especially  focusing  on  small 
business.   Mr.  Mica's  bill  would  be  one  step  towards  fulfilling 
that  goal. 

Finally,  I  strongly  support  this  legislation  because  is 
preserves  a  commercial  voice  on  export  licensing  decisions.   The 
Bureau  of  Export  Administration  would  be  a  part  of  this  new 
Office  of  Trade.   Turning  over  export  licensing  to  the  State  or 
Defense  Department  would  further  impede  America's  ability  to 
export  dual-use  items  for  purely  commercial  purposes. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  testify 
before  you  this  morning,  and  I  would  be  pleased  to  answer  any 
questions  you  or  committee  Members  may  have. 
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Orphan  Agency 

A  Little  of  Everything 
Is  Done  at  Department 
Of  Commerce  Today 

Vague  Mission  Is  One  Reason 
It  Makes  GOP  Hit  List; 
Business  Sheds  Few  Tears 

Ships,  Trips  and  Zebra  Mussels 


THE  WALL  STREET  JOURNAL 


MAY  n.  1995 


By  HeU-ve  Coopoi 

staff  Reporter  of  Tmc  Wall  Srwrrr  Joe  «nal 

STEPHENS  PASSAGE.  Alaska  -The  of- 
ficers aboard  the  U.S.  ship  Rainier  are 
smartly  dressed,  in  UiaJa  maritime  work- 
wear.  In  the  captain's  quaners.  pohshed 
wood  gleams  bh^tly.  At  the  helm.  Lt. 
Commander  Art  Francis  ^des  the  vessel 
as  It  surveys  the  clear  waten  of  southeast 
Alaska.    I  love  this  job. '  he  says. 

At  the  National  Manne  Fishenes  Serv- 
ice in  Seattle,  meanwhile,  government 
scientists  work  to  determine  the  migration 
and  breeding  habits  of  the  dwindling  stock 
of  Pacific  salmon. 

Nearby,  workers  frDm  the  Hazardous 
.Materials  Response  and  Assessment  Dm- 


Tough  Tak  on  C«)<to«  HM 

S«iutc  fUpuMkana  rebuffed  prcMun 
fnm  DemocrmU  to  luait  propoeed  reduc- 
tiooM  m  Medicare  and  Medicaid  growth. 
The  bodgel  debate,  Beaawhile,  wiU  five 
Hooae  GOP  freahmea  a  Icaaoa  m  poUtica. 
AitidM  oa  pa(n  Al  tod  Alt. 


sion  await  the  phone  call  that  alerts  them 
that  there  has  been  an  oil  spill  -  anywhere 
in  the  world.  Then  they  whisk  off  to  help  in 
the  cleanup. 

These  federal  employees  aren't  from 

the  Navy,  the  Fish  and  Wildlife  Service  or 

the  Environmental  Protection  Agency,  as 

r  their  job  descnpiions  might  indicate.  They 

work  for  the  Commerce  Department. 

The  Commerce  Department?  The  ten- 
tacles of  this  cabinet  department,  marked 
for  elimination  by  the  Republican  con- 
/  trolled  Congress,  spread  across  the  coun- 
try and  into  the  ocean.  The  Rainier,  in  fact, 
IS  but  one  ship  in  a  fleet  of  2S  Commerce 
Department  vessels  commanded  by  three 
admirals. 

With  a  loosely  defined  mandate  to  aid 
U.S.  businesses,  the  department,  with  37, 
000  employees  and  a  t4  3  billion  budget,  is 
a  hodgepodge  of  bureaucratic  functions, 
some  overlapping  with  other  agencies'.  It 
IS  currenUy  involved  in  tasks  ranging  from 
trade  talks  with  Japan  on  cars  to  scientific 
research  on  the  zebra  mussel.  Commerce, 
its  cnUcs  say,  is  the  very  symbol  of 
bureaucracy  run  amok. 


Given  the  millions  in  business  subsidies 
and  technology  awards  that  Commerce  has 
doled  out  to  U.S.  businesses,  one  might 
expect  Its  corporate  beneficianes  to  be 
leaping  to  the  department's  side  as  the 
budget-cutters  approach.  Not  so. 

Consider  the  congressional  testimony 
of  Eastman  Kodak  Co.s  Michael  Mortey.  a 
human-resources  executive  whose  boss  ac- 
companied Commerce  Secretary  Ron 
Brown  on  a  trip  to  China  to  try  to  nail  down 
some  contracts.  Al  a  House  Budget  Com- 
mittee heanng  on  how  to  streamline  gov- 
ernment. Mr.  Morley  noted  that  Kodak 
planned  to  "sell,  discontinue  or  close  those 
businesses  and  functions  that  were  not 
germane  to  our  vision"  and  added:  For 
the  federal  government,  an  example  might 
be  closing  the  cabinet  agencies  of  the 
departments  of  Commerce  or  Energy.  ' 
Deflning  the  Mission 

Robert  .Mosbacher.  Commerce  secre- 
tary in  the  Bush  administration,  is  harsher 
suU.  He  calls  his  former  cabinet  office 
"nothing  more  than  a  hall  dosei  where  you 
throw  In  everything  that  you  don  t  know 
what  to  do  with." 

With  the  party  of  business  now  in 
control,  these  should  be  salad  days  for 
Commerce  in  the  Congress.  Instead,  Re- 
publicans are  talking  about  either  a  grad- 
ual death  un  the  Senate  budget  plan)  or 
summary  execution  ithe  House  s  plani  for 
the  department  of  business.  Part  of  the 
problem  is  that  no  one  can  quite  figure  out 
what  business,  exactly,  the  Commerce 
Department  should  be  in.  Even  top  officials 
of  the  agency  have  a  hard  time  describing 
Its  mission. 

"We  are  al  the  intersection  of  a  vanety 
of  signiHcant  policy  areas  that  spur  eco- 
nomic growth, "  says  Jonathan  Sallet, 
Commerce  s  policy  director  Commerce, 
he  says,  is  about  combining  them  into 
effective  parts  of  economic  strategy  The 
strength  of  this  department  is  in  the  fact 
that  we  make  thai  connection." 


Some  Goodies 

Commerce  does  offer  ncmp  j)nr<ie<_ 
tlw  business  likes.  mr>]  i\<  t^nn  mini^n- 
pius  in  annual  awards  for  research  in 
electronics  and  maten^l;;  Rni  r-nrpnraip 
lobbyists  say  these  don't  compare  in  im- 
portance with  the  feast  of  legislation  they 
would  like  from  the  GOP  Congress:  tort 
reform,  regulatory  relief,  a  capital  gains 
tax  cut  and  a  scaling  back  of  environmen- 
tal restrictions.  And  even  some  Qinton 
administration  allies  appear  hard-pressed 
to  defend  this  bureaucracy.  Asked  if  Com- 
merce should  get  the  ax,  C.  Fred  Bergsten. 
director  of  the  Institute  for  International 
Economics,  replies:  "I  don  t  think  much 
would  be  lost.  " 

Adding  to  the  department's  woes  Is  the 
battenng  that  Secretary  Brown  has  taken 
on  questions  about  his  pnvate  dealings. 
While  Mr.  Brown  has  received  extensive 
media  attention  and  praise  for  his  work  at 
the  department,  he  is  hobbled  by  a  Justice 
Department  investigation  into  how  he 
made  i4OO,0OO  from  the  sale  of  his  assets  in 
an  unsuccessful  company  in  which  he 
Please  Turn  u>  Page  AS.  Column  I 
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Testimony  of  Ronald  H.  Brown 
Secretary  of  Commerce 

before  the  House  , 

Committee  on  International  Relations 

on 

H.R.  1756,  the  Dq)aitment  of  Conunerce  Dismantling  Act 

August  4,  1995 

Mr.  Chairman,  Members  of  the  Conomittee:  I  c^ipreciate  the  opportunity  to  appear 
before  you  today  to  discuss  the  role  that  the  Commerce  Dqnitment  plays  in  enhancing  the 
economic  competitiveness  of  U.S.  firms  and  workers  in  the  global  marke^lace.   You  and 
members  of  this  Committee,  more  than  most,  understand  the  need  for  the  Government  to  do 
its  part  to  protect  vital  United  States  commercial  interests  in  the  international  arena.   When 
you  examine  how  today  the  Dq)artment  of  Conmierce  is  working  to  he^  American 
businesses  me^  international  competition,  I  am  confident  that  you  will  agree  that  eliminating 
the  Commerce  Dq>artment  and  its  vital  functions  does  not  make  sense. 

While  we  believe  that  the  need  for  the  Commerce  D^Kirtment  will  be  a^^Kirent  to 
anyone  who  looks  closely  at  what  we  do,  there  is  widespread  recognition  that  dismantling 
Commerce's  main  trade  functions  as  contemplated  in  H.R.  1756  simply  will  not  work. 
Indeed,  the  bill's  drafter  put  some  distance  between  himself  and  his  own  bill  on  this  score  by 
recently  aimouncing  his  support  for  Rq)resentative  Mica's  trade  reorganization  bill.  It  is  not 
hard  to  see  why  he  would  walk  away  from  these  provisions.   As  introduced,  this  bill  would 
silence  the  business  voice  at  the  Cabins  table.  It  would  eliminate  the  commercial 
perspective  on  export  control  matters  by  sending  the  functions  to  the  Treasury  Depaitmeat 
and  to  the  State  Dqjartment.  It  would  shatter  the  organizational  structure  of  ITA  by 
eliminating  essential  international  economic  policy,  trade  development,  and  domestic  field 
export  promotion  functions,  while  placing  other  parts  at  USTR,  Treasury,  and  the 
International  Trade  Commission.  It  would  destroy  the  synergy  already  achieved  by  unifying 
programs  with  a  commercial  focus  in  a  single  dq»rtment.' 

It  is  understand:d)le,  then,  that  some  members  of  Congress  seek,  to  preserve  these 
important  trade  fimctions  by  establishing  a  new  Dq)artm»it  of  Trade  or  greatly  expanding 
the  charter  of  the  United  States  Trade  Rq)resentative.   Rq)resentative  Mica's  bill,  for 
example,  would  establish  a  new  United  States  Trade  Administration  that  would  be  created  by 
taking  pieces  of  the  Commerce  Dq)artment  and  combining  them  with  the  Office  of  the 
United  States  Trade  Rq)resa)tative  (USTR)  and  the  Trade  and  Development  Agency. 
Understandable,  but  in  reality,  little  improvement  over  the  approach  taken  in  H.R.  1756: 

o         First,  as  Ambassador  Kantor's  testimony  notes,  USTR  boiefits  oionnously  from  its 
position  within  the  Executive  Office  of  the  President  as  the  President's  chief  trade 
negotiator  and  principal  spokesperson  on  trade  policy.   The  Office  of  the  USTR  was 
intended  to  be  small  and  flexible  to  enable  it  to  shift  resources  quickly  where  most 
needed.   Placem^it  of  this  office  in  a  new  United  States  Trade  Administration  will 


'We  have  attached  to  die  testimony  a  copy  of  a  sommaiy  of  the  Administration's  reasons  for 
opposing  enactment  of  H.R.  1756. 
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immerse  the  office  in  thousands  of  administrative  details  currently  within  Commerce's 
jurisdiction. 

Second,  the  current  structure  of  our  various  trade  agencies  is  working  well.  We  have 
instituted  a  Nati9nal  Export  Strategy  which  is  well  on  its  way  to  achieving  its  goal  of 
increasing  U.S.  exports  to  $1.2  trillion  by  the  year  2000,  thereby  supporting  over 
6  million  jobs.   For  the  first  time,  we  have  energized  the  Trade  Promotion 
Coordinating  Committee  and  brought  under  one  umbrella  all  Federal  export 
promotion  efforts.   Nothing  would  be  gained  from  the  proposed  consolidation,  yet  we 
would  create  troublesome  conflicts  of  interests  by  combining  USTR's  trade 
negotiating  responsibilities  with  Commerce's  trade  promotion  responsibilities. 
Hewing  these  functions  together  could  lead  to  actual  or  perceived  trade-offs  between 
long-term  negotiating  goals  and  immediate  overseas  business  opportunities.   Similar 
problems  arise  by  merging  USTR  functions  with  the  Commerce's  quasi-judicial 
functions  relating  to  enforcement  of  the  countervailing  duty  and  antidumping  duty 
laws.   The  administration  of  the  AD/CVD  laws  must  be  impartial  and  independent  ~ 
and  must  be  perceived  as  so.   A  single  agency  cannot,  be  both  trade  negotiator  and    • 
tiade-remedy  enforcer. 

Third,  the  Mica  bill  transfers  only  Commerce's  most  obvious  'trade"  functions, 
completely  missing  the  vital  trade  functions  performed  by  other  components  of  the 
Dqxirtment.   As  a  result,  the  bill  shares  the  problon  of  the  Chrysler  bill  in  that  it 
destroys  the  synergy  created  by  unifying  commercial  programs  in  one  dq>artment. 
While  the  International  Trade  Administration  (TTA)  and  the  Bureau  of  Biqwit 
Administration  (BXA)  are  Commerce's  two  chief  trade  agencies,  our  trade  functions 
do  not  stcq)  there.   We  also  provide  support  critical  to  international  competitivoiess 
through  odier  bureaus,  such  as: 

—  providing  critical  technical  siqipQit  for  intonational  n^otiatirais  regarding 
product  standards,  conformity  assessment  pnctioes,  and  standards 
infrastmcture  throng  the  Technology  Administraticm  and  its  National  Institute 
of  Standards  and  Technology; 

—  paiticqxtting  in  bilatBcal  discussicwis  to  open  tdecommunicatioos  maikBts 
throQ^  the  Natiooal  Telecommunicatioiu  and  Inficmnation  Administration 
(NTIA); 

—  imnKMtiug  intematioMl  n^otiations  on  intelkctaal  property  issues  through  the 
Fttent  and  Tradeinaric  Office  (PTO);  and 

—  providing  *fir*miml  support  relating  to  environmental  matters  and  inteinational 
fishing  agreements  through  the  National  Oceanic  and  Almoqpheric 
Administration  (NOAA). 

In  considering  proposals  to  <ti«imiiiri«>  Commerce  or  reorganize  its  fimctioDs,  we  nnut 
make  sure  that  we  are  not  umpbf  shuffling  boxes  or  makiiig  changes  for  change's 
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sake,  but  are  improving  the  operation  of  the  programs.  If  we  define  "trade  functions'' 
too  narrowly,  we  will  fail  to  provide  industry  with  the  support  it  needs  to  counter  the 
actions  of  our  trading  partners. 

Fourth,  the  und^riying  reason  many  admit  the  need  for  a  trade  agency  is  the 
recognition  that  playing  flelds  are  not  level  in  the  global  markeQ)lace.   The 
Government  has  a  duty  to  protect  its  commercial  interests  and  make  sure  that  United 
States  businesses  have  every  cqqwrtunity  to  win  contracts  abroad  that  mean  jobs  at 
home.   At  bottom,  this  concern  is  one  which  goes  to  the  need  to  ensure  that 
govenmient  does  its  part  to  promote  the  economic  competitiveness  of  our  businesses. 
But  international  trade  is  only  one  part  of  the  competitiveness  equation.   "Trade"  is 
also  a  domestic  concern  because  if  you  are  not  competitive  abroad,  you  will  not  be 
competitive  at  home  in  light  of  today's  int«isely  global  competition.   That's  why  we 
have  reinvented  all  of  Commerce's  programs  around  a  competitiveness  theme.  The 
'United  States  Trade  Administration"  will  not  work  because  it  excludes  the  domestic 
side  of  trade.   Just  as  we  need  to  ensure  economic  opportunities  abtx)ad  for  our 
businesses,  we  must  make  sure  that  we  are  preserving  their  ability  to  comp^e  here  at 
home.   Commerce  already  has  in  place  programs  that  enhance  that  ability,  including 
programs  that  provide  access  to  business  counseling,  advanced  technology  and  the 
latest  economic  data.   We  also  have  programs  m  place  to  support  improvements  to  the 
various  forms  of  "infrastructure,"  from  funding  "on-ramps"  to  the  information 
highway  to  bricks  and  mortar  at  the  Economic  Develc^ment  Administration.  That's 
why  we  believe  we  already  have  a  "Dqwutment  of  Trade'  -  and  it  is  here  at 
Commerce. 


INTERNATIONAL  TRADE  ACnVITIES 

Over  the  past  seven  years,  U.S.  e:qx)rts  of  goods  and  services  accounted  for  over 
one-third  of  U.S.  economic  growth,  and  export-related  jobs  grew  six  times  faster  than  total 
employment.  The  Dq)aitment  of  Conunerce  through  its  International  Trade  Administration 
(TTA)  has  the  primary  responsibility  to  advocate  for  U.S.  eiqwrts  and  international  economic 
affairs.   The  Depaxtmeat  of  Commerce  has  staff  devoted  solely  to  hewing  U.S.  companies 
increase  their  e]qx)its. 

We  devote  over  80  percent  of  our  trade  promotion  resources  at  ITA  to  small-  and 
medium-sized  businesses.   That  translates  into  answering  more  than  2,300  faxes  and  calls  at 
the  Trade  Information  Center  and  other  Commerce  offices  every  day.   Anyone  can  walk  into 
or  call  one  of  our  73  domestic  offices,  including  six  "one-stc^'  export  assistance  centers  co- 
located  with  the  Small  Business  Administration  and  the  B]qx>rt-Import  Bank  and  its  partners.- 

In  considering  changes  to  the  trade  functions  at  Commerce,  one  needs  to  keep  in  mind 
that  there  is  ample  evidence  that  the  current  structure  is  working.   In  1994  alone.  Commerce 
generated  4,000  export  success  stories  with  small-  and  medium-sized  companies.  In 
addition,  I  have  led  Presidential  Trade  Missions  to  Russia,  China,  India,  South  America, 
South  Africa,  and  other  booming  export  maik^s.   Our  advocacy  helped  produce  some 
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$45  billion  of  foreign  business  deals  in  1994,  with  $20  billion  in  U.S.  content,  supporting 
over  300,000  person  years  of  employment  in  America.   As  mentioned  earlier,  we  have 
energized  the  Trade  Promotion  Coordinating  Committee.   We  have  enhanced  trade  finance 
services,  improved  the  delivery  of  trade  information,  identified  new  markets  with  high 
growth  potential,  and  provided  high-level  advocacy  for  American  business. 

We  believe  we  have  put  together  a  solid  organization  at  ITA  well  suited  to  deliver  the 
export  services  needed  by  American  businesses. 

o         ITA's  Trade  Development  office  brings  industry  expertise  to  the  table  and  provides 
essential  analytical  information  on  hundreds  of  industries,  from  the  most  basic  to 
emerging  high-technology  industries.   This  expertise  is  not  found  anywhere  else,  in  or 
outside  government.   Our  Advocacy  Center  acts  as  a  catalyst  to  boost  the  chances  of 
American  firms,  both  large  and  small,  winning  major  international  projects. 

o         ITA's  International  Economic  Policy  office  combines  country  market  information  and 
policy  analysis.  It  offers  expertise  on  the  commercial  environment  of  all  of  our 
trading  partners,  including  expertise  on  laws,  regulations,  tariffs,  product  standards 
and  the  investment  climate.  Again,  no  other  organization  provides  this  in-depth 
knowledge  about  doing  business  abroad. 

0         ITA's  U.S.  and  Foreign  Commercial  Service,  with  its  worldwide  network  of  134 

offices  in  69  countries  and  its  73  domestic  offices,  provides  small  business  with  direct 
access  to  the  counseling  and  marketing  information  they  require  to  e^qwrt 
successfully.   The  officers  of  the  Commercial  Service  are  small  business'  direct  link, 
to  the  global  marketplace.   Their  sole  function  is  e^qwrt  promotion,  and  they  provide 
unparalleled  counseling,  advocacy,  market  research  and  other  services  to  American 
business.  There  is  no  other  Federal  provider  for  these  services  and  no  state  or 
private-sector  provider  that  can  offer  the  same  level  of  cost-efficient  assistance  to 
smaller  exporters. 

o         ITA's  Import  Administration  administers  the  antidumping  and  countervailing  duty 
laws  to  provide  American  firms  relief  ftom  unfair  competition  by  foreign  companies 
and  governments.  Trade  law  action  has  been  critical  to  the  competitive  health  of  the 
American  semiconductor  and  steel  industries. 


The  Bureau  of  B^qmrt  Administration  (BXA)  is  the  other  major  trade  agency  within 
Commerce.  We  believe  the  e^qxnt  control  system  works  best  when  the  chief  agoicy 
responsible  for  its  implementation  is  focused  on  industry's  concerns.   As  part  of  the 
Commerce  Dq)artment,  BXA  is  uniquely  situated  to  administer,  from  an  economic  point  of 
view,  national  security,  non-proliferation,  foreign  policy  and  short  supply  e:qx>rt  control 
programs  that  have  a  significant  impact  on  U.S.  industry.   Each  Dq)aitment  has  its  own 
mission,  and  placement  of  the  e;qx)rt  licensing  function  at  State  or  Defmse  will  unavoidably 
lessen  the  commercial  focus.   At  Commerce,  BXA  brings  industry's  concerns  to  the  table, 
and  because  it  rq>resents  those  concerns,  it  is  best  positioned  to  further  U.S.  e^qxjiters' 
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interests  in  making  licoising  determinations,  while  stUl  considering  national  security  and 
foreign  policy  goals.   Moreover,  moving  e}qx)rt  control  enforcement  to  Customs  would  hurt 
our  ability  to  aggressively  enforce  these  laws.   Much  of  what  Commerce  does  is  preventative 
~  checking  license  iqjplications  against  our  lists  of  problem  end-users  and  conducting  pre- 
license  checks  overseas,  with  the  help  of  US&FCS  personnel.   That  synergy  would  be  lost  if 
enforcement  were  moved. 

As  with  ITA,  we  believe  the  current  organization  of  BXA  is  serving  industry's 
interests  well: 

o  We  have  eliminated  obsolete  and  inefRcient  controls  and  streamlined  the  e^qmrt 
control  process,  without  jeopardizing  national  security,  freeing  up  $32  billion  in 
exports. 

o         We  have  devel(q)ed  a  new  comprehensive  export  license  review  system  that  permits 
greater  interagency  participation  in  r^um  for  firm  time  limits  and  a  discq)lined 
dispute  settlonent  process. 

To  eliminate  these  successful  trade  promotion  efforts  or  move  the  Bureau  of  Eiqxnt 
Administration  from  the  Departmoit  of  Conunerce  to  somewhere  else  in  the  govemmoit 
would  relegate  U.S.  companies  of  all  sizes  once  again  to  second-place  status  in  international 
competition.   And  the  commocial  stakes  are  sky-high.  By  the  year  2010,  for  example, 
world  imports  of  our  trading  partners  are  expected  to  increase  in  real  terms,  by  more  than  $2 
trillion  over  today's  level.   InMstructure  development  projects  alone  are  estimated  to  be  at 
least  $1  trillion  in  Asia  by  the  year  2000  and  to  q>pn>ach  $500  billion  in  Latin  America  over 
the  next  decade. 


While  ITA  and  BXA  are  QMmneice's  major  trade  agencies,  other  buieaus  also  have 
substantial  involvoneot  in  critical  trade  issues.   One  increasingly  important  international 
trade  activity  at  the  DqMatmeat  is  pofoimed  by  the  National  Institute  of  Standards  and 
Technology  in  providing  critical  tftchnical  support  for  international  negotiaticms  r^arding 
product  standards,  ooaSomaty  assessment  practices,  and  standards  infrastructure.   Kecoitly, 
the  NIST  laboratories  have  coqanded  their  standards  activity  to  he^  industry  avoid  or 
overcome  technical  buneis  to  trade.  For  example: 

o         NIST  bu  ftnged  new,  stronger  relationshqM  with  the  private  sector's  voluntary 
standards  oommunity,  and  it  has  streogdieoed  its  own  standards-related  activities. 
NIST  is  waiting  to  ^-Kminate  Doo-taiiff-ielated  barrieis  to  trade,  which  would  result 
in  an  additional  $20  biUioo  to  $40  billion  in  U.S.  exports.  In  1994  alone,  NIST 
paiticqated  in  and  provided  tnrhnical  support  to  more  than  800  national  and 
intermdonal  standards  committees.  In  &ct,  about  one-fooith  of  NIST  twphnirai  staff 
formally  cootiibatB  their  eoqieitise  to  the  efforts  of  national  and  international  voluntary 
standards  oiginizations,  chairing  about  120  committees.  In  addition,  on  behalf  of  the 
U.S.  industry,  NIST  is  involved  in  impkmenting  tnchnical  standards  dot  siqipoit  die 
GAIT  and  the  NAFTA. 
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NIST  labs  aie  helping  to  keep  open  maikets  by  helping  to  develop  Mutual 
Recognition  Agreements  (MRAs)  that  specify  conditions  under  which  testing  for 
conformance  with  foreign  and  international  standards  can  be  done  in  the  United 
States.   The  agreements  can  eliminate  costly  delays  that  result  when  products  must  I 
returned  to  the  United  States  after  failing  conformance  testing  in  a  foreign  market, 
the  last  several  years,  NIST  has  e}q)anded  efforts  in  the  European  Union  and  some  2 
individual  countries  to  promote  MRAs  and  harmonization  of  standards.   To  fiirther 
this  goal,  NIST  established  a  National  Voluntary  Conformity  Assessment  System 
Evaluation  Program  to  evaluate  and  recognize  U.S.  testing  laboratories,  accreditors, 
certifiers,  and  quality  assurance  organizations  with  demonstrated  competence  in 
determining  whether  products  satisfy  foreign  regulatory  requirements. 


The  National  Telecommunications  and  Information  Administration  (NTIA),  which 
serves  as  the  President's  chief  adviser  on  teleconmiunications  and  information  issues,  is 
increasingly  involved  in  international  trade  issues  associated  with  telecommunications  and 
information.  With  over  $590  billion  in  annual  revenues,  the  teleconmiunications  and 
information  sector  constitutes  the  world's  largest  economic  sector.   By  the  year  2000, 
teleconmiunications  and  information-related  industries  will  account  for  approximately 
20  percent  of  the  entire  U.S.  economy.   And  by  the  early  21st  Century,  the  global 
information  industry  is  expected  to  reach  $3  trillion. 

Given  the  sheer  size  of  the  telecommunications  and  information  market,  a  significant 
part  of  our  economic  success  depends  on  our  being  able  to  compete  around  the  world  in  this 
market.  We  will  not  be  able  to  compete  if  other  countries  continue  to  protect  their  monopoly 
telecommunications  providers.   If  NTIA,  with  its  telecommimications  regulatory  and  policy 
expertise,  can  persuade  them  to  open  their  markets  to  competition,  we  can  expect  great 
success  because  of  our  competitive  strength  in  this  sector. 

Placement  of  NTIA  in  the  same  Dq)artment  as  ITA  facilitates  combined  efforts  to 
support  American  telecommunications  firms.   For  example: 

o         Two  weeks  ago,  NTIA  paiticq>ated  in  bilateral  discussions  in  Brussels  regarding  the 
opening  of  Eatopean  telecommunications  markets.   The  day  after  our  meeting,  the 
European  Commission  zdopted  an  accelerated  telecommunications  liberalization 
timetable.  This  will  directly  benefit  U.S.  companies  who  are  eager  to  compete  and 
invest  abroad.   NTIA  has  spent  the  last  two  years  on  similar  missions,  working  to 
convince  other  countries  to  dramatically  change  the  way  they  operate  their 
telecommunications  n^works  to  encourage  more  openness  so  that  U.S.  businesses  can 
compete. 

o         Through  the  combined  efforts  of  ITA  and  NTIA,  we  he^)ed  NYNEX  win  a  complex 
bid  to  install  a  global  telecommunications  system  known  as  FLAG  (the  Fiberoptic 
Link  Around  the  Globe)  which,  when  complete  will  be  the  longest  undersea 
telecommunications  cable,  connecting  Southeast  Asia,  the  Middle  East,  and  Europe. 
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The  project's  value  has  been  estimated  at  $1.4  billion  with  $900  million  in  U.S. 
content,  supporting  10,000  U.S.  jobs. 

In  March,  NTTA,  together  with  ITA,  promoted  U.S.  industry  interests  abroad  through 
the  Latin  American  Telecommunications  Summit.  In  addition  to  providing  an 
important  opportunity  for  countries  in  Latin  America  to  meet  and  discuss  important 
telecommunications  policy  issues  facing  the  region,  a  principle  purpose  of  the  event 
was  to  promote  the  interests  of  U.S.  telecommunications  service  providers  and 
equipment  manufacturers  in  Latin  America  -  one  of  the  world's  fastest  growing 
markets  for  communications  services  and  equ^ment.  This  event  led  to  millions  of 
dollars  in  contracts  for  U.S.  industry  participants. 


Another  essential  element  to  international  competitiveness  is  protection  of  intellectual 
property  rights.   Strong  intellectual  property  protection  enables  American  inventors  to  gain  . 
the  full  benefits  of  their  creations,  stimulates  more  iimovation,  and  protects  businesses  and 
consumers  from  unfair  trade  practices.   The  Patent  and  Trademark  Office  (PTO)  within  the 
Dq)aitment  plays  a  central  role  in  the  Administration's  efforts  to  provide  better  protection  of 
intellectual  property,  particularly  in  the  international  arena,  such  as  enforcement  of  bilateral, 
regional  and  global  agreements,  as  well  as  U.S.  trade  law.   As  with  ITA  and  NTLA,  PTO 
plays  a  key  role,  providing  expertise  not  found  elsewhere  within  the  Government,  to  support 
international  negotiations.  Highlighting  the  role  that  PTO  plays  in  stimulating  iimovation  and 
trade,  just  recently  we  have  seen: 

o  A  trips'  Agreement  in  GATT  which  establishes  intellectual  property  protecticHi 

standards  for  more  than  110  countries; 

o  A  U.S. -Japan  Agreement  eliminating  depeodait  patent  compulsory  licensing  in  Japan; 

and 

o  A  series  of  negotiations,  including  the  Tradraiaik  Law  Treaty  and  Protocol  to  the 
Berne  Convention  for  the  Protection  of  Literacy  and  Artistic  Works,  to  protea  all 
forms  of  intellectual  property  around  the  world. 


The  coastal  zone  of  the  United  States  serves  as  an  international  gateway  for  trade  and 
commerce.   Moreover,  the  national  interest  in  managing  our  ocean  and  coastal  resources 
must  be  pursued  in  light  of  various  international  commitments.  The  National  Oceanic  and 
Atmospheric  Administration  (NOAA)  provides  key  e}q)ertise  to  support  intematioiial 
negotiations  concerning  enviroimiental  issues.   In  addition,  NOAA's  e:q)ertise  in 
environmental  technologies  provided  essential  support  to  ITA's  export  promotitm  efforts. 
For  example: 


"TRIPs'  stands  for  "Trade-related  Aspects  of  Intellectual  Property  Rights.' 
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By  promoting  the  development  of  environmental  technologies,  NOAA  creates  high- 
quality  jobs,  builds  the  national  civilian  technology  base,  and  provides  the  world  with 
tools  to  protect  the  environment.     For  example,  Hewlett-Paclord  and  Riverside  Tech- 
nology, Inc.,  have  won  contracts  to  furnish  the  hardware,  software  and  systems  — 
based  on  technology  development  funded  by  NOAA  -  needed  to  operate  the  Water 
Resources  Forecasting  System  in  China. 

NOAA  provided  critical  support  to  IT  A  in  connection  with  a  $1.4  billion  contract 
with  a  consortium  led  by  the  Raytheon  Company  for  the  construction  of  the  Amazon 
Surveillance  System  in  Brazil.   It  will  result  in  an  estimated  $700  million  in  U.S. 
exports.   Even  better,  Raytheon  e}q)ects  it  to  create  or  sustain  20,000  jobs,  in  as 
many  as  20  states,  including,  Alabama,  New  York,  Maryland,  Texas,  Kansas, 
California,  New  Jersey,  Delaware,  North  Carolina,  Florida,  Georgia,  Vermont,  and 
several  others.  This  deal  would  not  have  happened  without  the  availability  of 
Commerce's  trade,  technology  and  enviroimiental  resources  and  the  aggressive 
advocacy  on  behalf  of  the  consortium  by  Conunerce. 

NOAA's  Aeronomy  Laboratory  is  leading  the  search  for  an  "ozone  solution"  by 
studying  the  atmospheric  fate  and  lifetime  of  substances  that  are  proposed  as 
substitutes  for  ozone-depleting  chlorofluorocarbons  (CFCs).  The  Montreal  Protocol 
on  Substances  that  Dq>lete  the  Ozone  Layer  has  set  a  strict  timetable  for  the 
elimination  of  CFCs  and  halons,  and  industry  is  active  in  the  search  for  alternatives 
for  use  as  refrigerants,  propellants,  commercial  solvents,  and  so  on.  The  suitability 
of  any  given  alternative  compound  depends  on  determining  its  potential  effects  on  the 
ozone  layer.   NOAA  research  on  the  atmospheric  chemistry  of  CFC  substitutes  has 
had  a  major  impact  on  both  the  international  policy  and  industry  decisions  regarding 
the  selection  of  suitable  rq)lacements  for  the  ozone-destroying  compounds.  This 
research  can  result  in  considerable  cost-savings  to  industry  and  help  mitigate  damage 
to  the  stratospheric  ozone  layer. 

The  National  Ocean  Service  provides  direct  services  that  aid  the  competitiveness  of 
U.S.  e^qwrts  and  the  ports  and  harbors  that  move  the  more  than  $500  billion  worth  of 
U.S.  goods  bound  for  overseas  every  year.  Modernization  of  NOAA's  nautical 
charting  and  the  installation  of  real-time  water  level,  tide  and  current  stations  are 
providing  more  accurate  data  on  actual  conditions  in  our  ports  and  harbors.   This 
allows  vessels  to  better  m^Yimiyp,  their  loads  and  time  their  arrivals  and  departures, 
lowering  the  costs  of  shipping  U.S.  grain,  other  agricultural  products,  minerals,  and 
manufactured  goods  overseas.   At  the  same  time,  these  services  reduce  risks  of 
marine  accidrats,  which  make  U.S.  ports  more  attractive  and  in  the  long  run  reduce 
costs  and  the  risk  of  environmental  damage  to  our  Nation's  coastal  waiea. 


The  statistical  activities  of  the  Depaitmoit  of  Conunerce  also  provide  key  support  for 
international  trade  matters.  The  Bureau  of  Economic  Analysis  provides  significant  data  on 
the  balance  of  payments,  merchandise  trade,  foreign  direct  investment,  and  other  foreign 
trade  statistics  which  are  used  to  support  trade  and  policy  decisions.  The  Census  Bureau 
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provides  significant  foreign  trade  data  that  is  used  by  the  expoiting  community  for  analysis 
and  business  decisions.   Their  parent  organization,  the  Economics  and  Statistics 
Administration,  provides  our  exporters  with  comprehensive  array  of  trade  data  through 
STATS-USA,  the  National  Trade  Data  Bank  and  other  data  products. 

Finally,  I  would  note  that  the  United  States  Travel  and  Tourism  Administration 
(USTTA)  has  provided  valuable  information  on  the  tourism  industry.    Critical  functions 
within  USTTA  need  to  be  retained  along  with  other  essential  trade  promotion  functions  at 
Commerce.   We  expect  that  the  upcoming  White  House  Conference  on  Tourism  will  address 
important  questions  about  how  best  to  support  tourism  in  this  country. 


COMPETITIVENESS  ACTIYITIES 

As  noted  earlier,  "trade"  is  not  something  that  only  happens  in  foreign  countries. 
That  is  why  we  must  maintain  policies  that  respond  to  the  fact  that  trade  and  technology  are 
interrelated  in  today's  global  economy.   As  one  CEO  succinctly  put  it,  if  we  don't  invest  in 
R&D  today,  we  won't  have  any  exports  tomorrow.   The  Dqiartment  of  Commerce's 
emphasis  on  boosting  U.S.  e}qx>rts  and  stimulating  technological  innovation  recognizes  that 
open  markets  and  technology  are  both  critical  to  our  Nation's  ability  to  compete.   In  both 
areas,  the  United  States  must  have  in  place  policies  and  programs  that  work  to  level  the 
playing  field  for  American  businesses  and  workers. 

We  cannot  afford  to  1^  the  need  to  reduce  the  deficit  cloud  our  judgment  when  it 
comes  to  trade  and  technology  programs.   The  United  States  currently  ranks  last  among  our 
major  trading  partners  in  public  expenditures  for  export  promotion  relative  to  the  size  of  our 
economy.   Compared  with  Jdpan  and  Germany,  the  United  States  spends  less  on  non-defense 
R&D  as  a  percentage  of  GDP.  At  a  time  when  our  trading  partners  have  taken  seriously  the 
need  for  public-private  partnershq>s  that  promote  economic  competitiveness,  we  dare  not 
pretoid  that  we  can  return  to  an  era  of  American  trade  preeminence  by  legislative  fiat. 

The  fact  is  that  for  too  long,  U.S.  companies  were  shut  out  of  lucrative  foreign 
markets  or  tepeatedly  lost  bids  for  international  contracts,  while  foreign  govenmients 
aggTKsively  promoted  the  interests  of  their  firms  abroad.   Smaller  manufacturers  in  the 
United  States,  unable  to  modernize  quickly  enough  and  meet  payroll,  laid  off  workers  and 
closed  their  plants  in  the  fiace  of  fierce  and  relentless  comp^ition.   And  nqmrt  after  rqx)Tt 
told  us  that  the  United  States  was  losing  ground  in  virtually  every  area  of  high  technology  — 
from  automobiles  to  semiconductors  -  as  the  Federal  government  stood  idly  by. 

Stimulating  innovation  is  critical  to  economic  growth,  job  creation,  and  boosting 
exports.   We  can  have  the  world's  best  esqmrt  promotion  services,  but  if  we  don't  have  a 
competitive  R&D  base  and  strong  technology  infrastructure,  it's  not  going  to  make  any 
difference.   And  today,  American  business  faces  stiff  international  comp^tion  in  one  field 
after  another.   Cycle  times  —  the  time  from  innovation  to  product  —  have  shortened  in  most 
industries.  We  can  no  longer  hope  that  a  technological  breakthrough  spurred  by  a  narinnal 
security  need  will  lead  to  a  product  that  will  be  first  to  reach  the  market.   In  addition,  trade 
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is  a  two-way  street.   If  we  do  not  invest  in  new  technology  —  for  new  products,  cost- 
reducing  processes,  and  high-tech  services  ~  we  will  not  only  lose  e^qwrt  opportunities,  but 
we  will  also  lose  our  own  domestic  markets  to  imports. 

Over  the  past  half  century,  nearly  50  percent  of  our  nation's  economic  growth  has 
been  related  to  the  development  and  use  of  technology.   Yet,  today,  research  and 
development  trends  are  of  concern.   In  the  United  States,  public  and  private  sector 
investment  in  R&D  has  been  anemic  for  more  than  a  decade,  declining  from  an  annual 
growth  rate  of  4  percent  from  the  1980's  to  1.5  percent  for  the  first  three  years  of  the 
1990's.   To  meet  fierce  and  relentless  foreign  competition  and  stockholder  expectations, 
many  U.S.  companies  have  front-loaded  R&D  investments,  choosing  to  pursue  short-term 
goals  and  commt  rcialize  products  more  quickly.    Today,  U.S.  companies  invest  less  than 
5  percent  of  the'r  R&D  in  long-term,  risky  projects,  creating  a  gap  between  federally  funded 
basic  research  and  private  sector  product  and  process  development.  Moreover,  since  1992, 
companies  like  AT&T,  General  Electric,  IBM,  Kodak,  Texaco,  and  Xerox  ~  world 
renowned  for  their  investment  in  long-term  R&D  ~  have  dramatically  reduced  their  R&D 
spending. 

At  the  same  time,  international  pressures  keq)  rising.   The  Wall  Street  Journal  repoAs 
that  major  high-technology  companies  overseas  increased  R&D  spending  23  percent  from 
1988  to  1993,  while  U.S.  fimding  remained  flat.   For  years  our  competitors  have  consistently 
invested  a  higher  percentage  of  their  resources  in  non-defense  R&D  than  the  United  States, 
with  Japan  investing  35  percent  more  than  we  do  on  a  per  capita  basis  and  Germany 
investing  30  percent  more.   In  addition,  emerging  economic  powers  —  China,  India,  Taiwan, 
Singapore,  South  Korea  -  have  been  aggressively  promoting  investment  in  R&D  and 
deployment  of  technology.   This  year  the  United  States  ranks  28th  in  the  world  in  the 
percentage  of  public  R&D  funding  dedicated  to  supporting  civilian  or  maiket-orirated  uses.  • 
This  puts  us  just  ahead  of  the  Czech  Rq)ublic. 

Lack  of  adequate  investment  in  R&D  is  taking  its  toll  on  America.    Based  on  OECD 
designations,  the  United  States  trade  balance  in  "high  tech"  manufacturing  industries  has 
steadily  eroded  for  the  past  15  years  and  been  negative  for  a  decade.   Even  when  counting 
only  the  most  technologically  advanced  product  categories,  our  trade  surplus  in  these 
"Advanced  Technology  Products'  —  which  includes  advanced  materials,  biotechnology, 
aerospace,  electronics,  flexible  manufacturing,  information  and  communications,  and  opto- 
electronics -  has  eroded  by  more  than  20  percent  between  1990  and  1993.  By  one  measure, 
the  U.S.  erosion  of  mark^  share  in  electronics  has  meant  about  $100  billion  in  lost  sales 
between  1985  and  1989  alone.   Likewise,  the  U.S.  share  of  world  markets  for  aeroq>ace 
products  declined  from  a  high  of  79  percent  in  1970  to  62  percoit  in  1988.  At  today's 
operating  rates,  this  is  equivalent  to  about  300,000  lost  American  jobs. 

Today,  we  seek  -  and  need  —  a  different  model,  one  which  focuses  explicitly  on 
civilian  industrial  technology  and  better  connects  the  Federal  basic  research  mission  to  real- 
worid  private-sector  commercialization.   One  in  which  private^blic  partnershqis  spur 
private  sector  investment  in  high-risk,  long  term  innovations  with  broad  economic  impact. 
One  which  supports  the  dq)loyment  of  technology  to  people  who  might  not  have  the 
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resources  to  find  it  on  their  own.   One  which  maintains  investments  in  our  national  standards 
labs. 

Our  national  capability  to  engage  successfully  in  international  comp^tion  is 
dq>endent  upon  our  national  technological  prowess.    Through  the  Commerce  Department's 
National  Institute  of  Standards  and  Technology,  this  Administration  is  providing  American 
firms  and  workers  with  the  tools  they  need  to  meet  the  challenges  of  global  competition. 
Efforts  at  NIST  to  promote  international  competitiveness  include: 

0         The  Manufacturing  Extension  Partnership  (MEP)  whose  42  manufacturing  centers  in 
32  states  are  helping  the  Nation's  381,000  smaller  manufacturers  battle  foreign 
competition  by  adopting  modem  technologies  and  production  techniques.   In  1994,  the 
staff  made  more  than  10,000  site  visits  to  smaller  companies,  during  which  they 
assessed  company  operations  and  recommended  ways  to  improve  efficiency.   Survey 
data  of  companies  served  by  the  MEP  indicate  an  8-to-l  payoff  on  Federal  investment 
in  terms  of  increased  productivity,  b^ter  paying  jobs,  and  enhanced  comp^tiveness. 

o         The  Advanced  Technology  Program  (ATP)  he^s  fill  the  gap  betweoi  basic  and 
mission-oriented  R&D  —  which  accounts  for  the  great  majority  of  the  U.S. 
Government's  R&D  spending  —  and  short-term  commercial  research,  which  accounts 
for  almost  all  of  the  private-sector  spending.   The  ATP  provides  cost-shared  awards 
to  companies  and  consortia  for  competitively  selected  projects  to  develop  high-risk, 
enabling  technologies  —  not  products  —  that  have  huge  economic  potential  but  whose 
prospects  are  too  uncertain  to  attract  investment  C2q)ital  and  whose  benefits  disperse 
too  widely  to  permit  a  single  firm  to  c^>ture  the  resulting  economic  benefit.  The 
early  results  of  an  analysis  of  ATP  awards  to  date  finds  important  new  technical 
.  capabilities,  creation  of  new  jobs,  new  commercial  opportunities  —  and  some  early 
growth  -  for  U.S.  firms  and  our  technology  base.   Although  the  major  bmeiits  of  the 
ATP  will  take  years  to  realize,  preliminary  data  from  34  small  firms  indicate  that 
over  90  percent  expect  to  add  new  employees  within  S  years;  of  these  half  expect  to 
add  more  than  25  employees. 

o         The  NIST  Laboratories,  which  have  had  for  nearly  a  cmtury  the  constitutional 

mandate  to  'fix  the  standard  of  weights  and  measures."   Today,  NIST  labs  remain 
focused  on  working  with  industry  to  develcq)  the  technical  infrastructure  that  U.S. 
companies  and  workers  need  to  compete  and  win  in  worldwide  economic  competition. 
Withoitt  sustained  efforts  by  the  NIST  labs,  U.S.  firms  in  many  emerging  high- 
technology  fields  —  such  as  biotechnology,  optical  electronics,  advanced 
manufacturing  and  materials,  and  high-performance  computing  and  communications  — 
will  lack  the  underlying  measurem^t  technologies  and  standards  necessary  to  make 
quality  products  for  future  global  comp^ition. 

Just  as  telecommunications  and  information  is  an  extremely  important  expott  market, 
we  also  must  promote  policies  that  ensure  the  competitive  health  of  this  sector  within  the 
United  States.  The  National  Telecommunications  and  Information  Administration,  consulting 
closely  with  the  private  sector,  has  taken  a  strong  leadership  role  within  the  Administration 
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on  all  issues  involved  in  advancing  the  national  iiifonnation  infrastructure  (Nil)  and  the 
global  information  infrastructure  (Gil).  NTLA.  has  worked  with  the  private  sector  to  set  forth 
bluq)rints  for  the  Nil  and  Gil  and  implemented  a  grant  program  to  demonstrate  the  potential 
of  the  Nn  in  local  communities  across  the  Nation,  focusing  on  applications  in  the  areas  of 
education,  medicine,  and  community  networks.   NTIA  also  developed  a  plan  for  release  of 
235  MHz  of  Federal  radio  spectrum  to  the  Federal  Communications  Commission  (FCC)  for 
assignment  to  the  private  sector,  which  is  expected  to  spawn  a  new  generation  of  wireless 
telecommunications  and  information  services.   NTIA  also  was  instrumental  in  developing  the 
policy  under  which  the  FCC  auctioned  radio  spectrum  licoises,  yielding  close  to  $9  billion  • 
for  the  Treasury. 

While  this  Committee  is  most  concerned  about  the  treatment  of  Commerce's  trade 
functions  in  H.R.  I7S6  and  other  reorganization  proposals,  I  urge  you  to  look  carefully  at  the 
effect  of  the  bills'  neglect  for  investment  in  America's  technology  infrastructure.   Our 
national  c^)ability  to  oigage  successfully  in  international  competition  is  depeadent  upon  our 
national  technological  prowess.   The  fact  is  trade  and  technology  are  insqnrable  components 
of  global  competitiveness. 


In  addition  to  its  technology  programs,  the  Depaitmesat  also  promotes  the 
comp^tivoiess  of  American  business  through  its  other  dome^c  programs.   In  recognition 
that  economic  growth  must  go  hand-in-hand  with  environmoital  stewardsh^,  the  National 
Oceanic  and  A^oq>heric  Administration  conducts  programs  designed  to  provide  a  b^ter 
understanding  of  the  connections  between  environmental  health,  economics,  and  national 
security.   Commerce's  onphasis  on  "Sustainable  Fisheries,"  including  particiilar  emphasis  on 
emergmcy  situations  in  the  Northeast  and  Pacific  Northwest,  is  saving  fisheries  and 
confronting  short-term  economic  dislocation,  while  boosting  long-term  economic  growth. 

o         Commerce's  activities  help  create  sustainable  econcnnic  oppoitaxaty  in  the  multi- 
billion-dollar  marine-fisheries  industry.     NOAA  funding  of  New  England  fishermen, 
for  example,  has  he^)ed  them  establish  an  aquaculture  cooperative  that  cultivates  nori 
seaweed  as  a  cash  crop,  resulting  in  $30  million  in  annual  esqxnts. 

o         NOAA  protects  life  and  propoty  and  helps  to  predict  and  ameliorate  man-made 
causes  of  longer-term  climate  change  by  improving  oivironmoital  monitoring, 
prediction  and  assessmoit.   NOAA  weather  research  and  monitoring  has  resulted  in 
improvemoits  that  enhance  the  accuracy  of  hurricane  track  models.  These  models 
have  reduced  the  size  of  the  warning  area,  resulting  in  savings  of  $1  million  for  each 
mile  of  coastline  that  is  not  needlessly  evacuated. 

o         By  prom(^g  the  developmoit  of  environmental  technologies,  Commerce  creates 

high-quality  jobs,  builds  the  national  civilian  technology  base,  and  provides  the  world 
with  tools  to  protect  the  environmoit. 

o         NOAA's  ocean  and  coastal  management  efforts  have  resulted  in  the  developmrat  of 
estuarine  research  reserves,  national  marine  sanctuaries  and  federally  approved  state 
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coastal  managonent  programs.   These  management  efforts  successfuUy  balance 
comp^ing  needs  of  resource  protection  and  economic  development.   Further,  these 
efforts  create  appropriate  Federal-state  partnerships  in  ocean  and  coastal  managonent. 

NOAA  he^s  improve  imderstanding  of  the  oivironment  and  the  influoice  of  human 
activities  on  the  environment  so  as  to  make  cost-effective  decisions  that  are  in  keqiing 
with  sustainable  develq)ment.   For  example,  NOAA  research  is  pointing  towards 
more  effective  approaches  to  lowering  the  levels  of  surface-level  atmo^heric  ozone  in 
some  areas  of  the  country.   This  chemical's  presence  in  the  lower  atmo^hoe 
adversely  affects  human  health,  crop  productivity,  and  forest  health.  This  new 
understanding  can  save  billions  of  dollars  in  the  commercial  sector  from  misdirected 
regulatory  actions.   Additional  large  economic  gains  would  result  from  the  effective 
reduction  of  ozone's  impacts  on  health,  agriculture,  and  forestry. 


Because  economic  opportunity  is  not  evoily  ^sptned  to  all  communities  and  because 
of  the  dynamic  nature  of  our  economy,  the  Commerce  Dq>artment  includes  programs  to  he^ 
areas  nspood  to  conditions  of  economic  deterioration  and  dislocation.   Under  the 
Dq>artmait's  economic  developmoit  programs,  we  he^  communities  build  the  capacity  to 
plan  and  implement  economic  developmoit  strategies  needed  to  re^xmd  to  problrau  and  to 
restore  their  job  bases.   The  Economic  Development  Administration  (EDA)  provides  grants 
to  he^  communities  fund  the  infrastructure  improvonents  needed  to  sapport  developqieot. 
We  have  been  particulaiiy  active  in  he^nng  communities  nspood  to  problons  caused  by  the 
downsizing  of  the  defmse  industry.  With  70  major  military  facilities  selected  for  closure  or 
realigiuneot  in  the  first  two  rounds  and  an  additional  49  major  facilities  recommended  by  the 
Defense  Base  Rfalignment  and  Closure  QmrnissicHi  for  ck»ure  or  reaUgimient  in  the  199S 
round,  the  need  for  this  assistance  will  ontinue  to  grow.   Through  the  Minority  Business 
Developmoit  Agency  (MBDA),  Commerce  helps  increase  the  paiticqMtion  of  mioority 
businesses  in  the  various  sectors  of  the  eccmomy,  thereby  he^nng  dian  increase  eapkiymeA 
in  their  conununities. 

—  In  St.  Louis,  which  was  among  the  first  comiminities  to  be  affected  by  defense 
cutbacks,  EDA  worked  with  local  govenuneots  to  sqjport  hnsJnrais  needs,  hidnding 
inanu£u:tnring  extension,  export  assistincB,  and  bostness  financing  assistance. 
Additional  funding  was  provided  to  sqiport  a  levolviiig  loan  fond  which  has  made    . 
knns  totaling  $770,000  to  defeose-irgored  bnsinrsaea  and  leveiaged  an  additional  $1.2 
million  in  pcivate  investment,  and  created  nearly  200  new  jobs. 

—  In  Buffelo  and  Erie  County,  New  York,  wUch  have  suffered  significant  economic 
deterioratian,  EDA  supported  a  levolving  loan  fund  which  in  part  targets  start-ups. 
Over  $42  million  in  dhect  loans  have  been  made  inchiding  over  200  loans  to  182 
companies,  crcatiiig  more  than  4,700  jobs  in  the  two  commmuties. 

—  In  Los  Angeles,  die  Minoiity  Bnsinrss  Devdopment  Agency  lepoits  $1.1  billion  in 
minority  business  enterprise  contract  and  procurement  awards,  resulting  in  21,000 
jobs  in  the  greater  Los  Angeles  area. 
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Just  as  decisions  regarding  inteniational  trade  opportunities  demand  accurate  dat?,  the 
ability  of  decisionmakers  in  both  the  private  sector  and  the  Govenmient  to  promote  economic 
opportunity  and  growth  at  home  dq>ends  on  the  quality  of  the  data  available.   The  Census 
Bureau  and  the  Bureau  of  Economic  Analysis  generate  economic  data  on  the  gross  domestic 
product,  international  trade,  the  population,  retail  sales,  housing  starts  and  demographic 
shifts  that  are  critical  to  business'  ability  to  measure  economic  performance  and  make  sound 
investments.   By  providing  complete  and  accurate  economic  and  demographic  information 
and  analysis  as  the  found^on  for  improved  public  and  private  decisions.  Commerce  helps 
create  the  tools  for  U.S.  businesses,  workers,  and  communities  to  prosper  in  an  increasingly 
integrated  world  economy. 

~         A  Bakersfield  CA  company,  ASU  and  Associates,  that  locates  sites  for  commercial 
and  retail  operations,  particularly  supermarket  sites  in  areas  that  are  not  served  or 
under-served,  recently  used  a  wide  variety  of  the  Census  Bureau's  demogr^hic  data 
to  analyze  and  recommend  three  supermarket  sites  in  areas  that  previously  had  none. 
When  built,  the  new  stores  will  create  local  employmrat  and  reduce  the  miles  local 
residents  have  to  travel  to  shop. 

~         For  the  past  20  years,  McDonald's  has  relied  on  demogn^hic  data  and  maps  fiom  the 
decennial  census  to  perform  maiket  analyses  and  determine  site  locations  for  new 
restaurants.   McDonald's  also  uses  Census'  TIGER  Line  files  (digital  map  database 
files)  to  merge  their  own  proprietary  information  with  detailed  social  and  economic 
data  from  the  decennial  census  for  use  in  corporate  planning. 

—         BEA's  information  is  available  to  business  through  news  releases,  its  monthly  Survey 
of  Current  Business,  CD-ROMS,  tapes,  diskettes,  and  through  ESA's  STAT-USA 
products.   STAT-USA  runs  the  Economic  Bulletin  Board,  a  ten-year-old  on-line 
service  for  current  economic,  business  and  trade  information.   Nearly  4,000 
customers  subscribe  to  the  service,  including  businesses  of  all  sizes.   STAT-USA  also 
runs  the  government's  business  and  economic  node  on  the  information  superhighway. 
STAT-USA  has  almost  1,500  Internet  subscribers  and  has  logged  over  1.2  million 
inquiries  in  the  last  six  months.   STAT-USA  also  produces  the  National  Trade  Data 
Bank  on  CD-ROM,  purchased  by  6,000  customers  and  available  through  libraries  and 
DOC  field  offices  to  other  businesses. 

In  today's  global  economy,  economic  competitiveness  is  seamless:   trade  policy  opens 
opportunities  for  high-technology  companies;   technological  proficiency  is  the  base  for 
continued  economic  develc^ment;  and  economic  development  will  often  turn  on  the  wise  use 
of  environmental  resources  and  responses  to  change.   The  Dq)artment  of  Commerce  is  whefe 
these  connections  are  made. 

CONCLUSION 

As  Chair  of  the  Trade  Promotion  Coordinating  Committee,  I  have  some  sympathy 
with  those  who  want  to  consolidate  trade  functions  in  a  single  agency;   however,  I  urge  you 
to  consider  first  if  this  is  not  a  solution  in  search  of  a  problem.   Box  shuffling  is  not  going  to 
make  the  government  better  and  it  is  not  going  to  save  money.  If  one  looks  in  Government 
for  all  the  various  functions  needed  to  foster  the  international  competitiveness  of  U.S.  firms, 
you  can  already  find  them  at  the  Dq>artment  of  Commerce.   While  we  can  always  improve 
our  programs  and  will  be  happy  to  work  with  you  to  streamline  our  operations,  dismantling 
the  Department  will  hurt  our  ability  to  meet  the  competition.   With  respect  to  our  trade 
qjparatus,  we  believe  it  is  working  well.   As  Ambassador  Kantor  outlines  in  his  testimony, ' 
there  is  a  serious  problem  with  combining  the  trade  negotiation  and  policy  functions  of  the 
USTR  with  the  trade  administration  and  export  promotion  functions  of  Commerce.   With 
him,  I  urge  you  to  strengthen  rather  than  weaken  the  Commerce  DqMirtment. 


Thank  you. 
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SUMMARY  OF  MAJOR  REASONS  FOR  OPPOSING  H.R.  1756, 
"DEPARTMENT  OF  COMMERCE  DISMANTLING  ACT" 

1.    ABOUSHMENT  OF  THE  DEPARTMENT  OF  COMMERCE  (Title  D.   The  Chrysler 
bill  abolishes  the  Commerce  D^artment  and  establishes  a  Commerce  Programs  Resolution 
Agency  to  wind-up  the  afTairs  of  the  Dqjaitment  over  the  course  of  three  years.    Numerous 
existing  programs  would  be  terminated,  while  others  would  be  transferred  to  other  agencies. 
The  bill  also  limits  expenditures  for  each  remaining  function  for  all  future  fiscal  years 
to  75  percent  of  the  total  amount  expended  to  perform  that  function  during  fiscal  year  1994 
(§  310). 

0         RESPONSE:   In  an  intensely  competitive  global  economy,  the  U.S.  Dq)artment  of 
Commerce  has  emerged  as  American  business'  surest  ally  in  job  creation:   a  vital 
resource  base,  a  tireless  advocate,  and  a  Cabinet-level  voice  for  the  private  sector. 
No  other  Dq)artment  can  make  this  claim.  While  the  bill  includes  a  number  of 
terminations,  the  bulk  of  Commerce  programs  would  continue  but  would  be  dispersed 
to  the  President  and  16  named  agencies,  at  considerable  cost  to  the  taxpayer.   Rather 
than  diluted  through  dispersal  ~  an  unnecessary  and  expensive  process  —  these 
functions  should  remain  unified  at  a  Department  of  Commerce.   This  will  ensure  that 
the  business  community  continues  to  have  a  forceful  advocate  in  Cabinet  deliberations 
on  economic  issues.   Moreover,  reducing  e:q)enditures  for  Conunetce  functions  not 
otherwise  eliminated  to  only  75  percent  of  1994  totals  for  each  fiscal  year  is  an 
unworkable  approach  to  deficit  reduction.   Under  this  approach,  even  those  activities 
that  the  sponsors  of  the  bill  acknowledge  are  vital  to  the  Nation's  interest  caimot  be 
meaningfully  performed.   This  provision  appears  to  have  been  drafted  without  any 
understanding  of  its  implications  for  Conunerce  programs. 


2.   ffiA:    ABOUSHMENT  OF  THE  ECONOMIC  DEVELOPMENT  ADMINISTRATION 
(§  201).  The  bUl  terminates  immediately  EDA's  grant  programs  and  abolishes  the  agency. 
It  transfers  portfolio  management  with  respect  to  the  defunct  loan  programs  to  Treasury. 

o         RESPONSE:  EDA  is  the  only  agoicy  in  the  Federal  government  that  conducts  a 
special  program  to  assist  communities  in  carrying  out  strategic  plans  to  adjust  to 
changes  caused  by  the  downsizing  of  defense  programs.  With  70  major  facilities 
sele<^ed  for  closure  or  reaHgnmoit  in  the  first  two  rounds  and  an  additional  49  major 
facilities  fecommeiuled  by  the  Defaise  Base  Realignment  and  Closure  Commission  in 
the  1995  round,  funding  needs  of  impacted  communities  will  increase.   Termination 
of  EDA  would  also  depme  communities  of  public  works  and  plaiming  assistance  that 
can  be  critical  in  beting  communities  address  regional  problems  of  economic 
deterioration  in  order  to  preserve  or  expand  their  job  bases. 


3.   BXA:   TRANSFER  OP  THE  BUREAU  OP  EXPORT  ADMINISTRATION 
FUNCTIONS  (§§  202-203).  The  bill  transfers  e^qxnt  licmsing  functions  of  BXA  to  State 
(other  than  short  supply  which  would  reside  with  the  President)  and  transfers  export 
enforcanoit  functions  to  Treasury. 
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RESPONSE:   As  a  part  of  the  Commerce  Dq)aitment,  BXA  is  uniquely  situated  to  ' 
administer,  from  an  economic  and  commercial  point  of  view,  ejqwrt  control  programs 
that  have  a  significant  impact  on  U.S.  industry.   Because  other  dq)artments  have 
different  missions  and  objectives,  no  other  is  as  well-positioned  to  balance  fairly  the 
various  concerns  of  commercial  need,  national  security  and  foreign  policy  when 
making  licensing  decisions.   Licensing  and  enforcement  responsibilities  should  not  be 
split  because  each  function  benefits  from  its  links  to  the  other  and  because  only  BXA 
has  the  enforcement  capability  specifically  dedicated  to  export  control  and  anti-boycott 
enforcement. 


4.    TTA:   TRANSFER  AND  TERMINATION  OF  VARIOUS  INTERNATIONAL  TRADE 
FUNCTIONS  (§  204).   The  bill  eliminates  the  International  Trade  Administration, 
transferring  to  USTR  a  number  of  functions  (including  those  related  to  antidumping  and 
countervailing  duty  (AD/CVD),  the  foreign  operations  of  US&FCS,  and  various  esqxnt 
promotion  and  textile  functions),  and  divides  others  between  Treasury  and  ITC.  Ilie  bill 
abolishes  a  number  of  offices  and  functions,  including  the  domestic  operations  of  US&FCS, 
regional  and  country  analyses  needed  for  supporting  international  negotiations  and  trade 
promotion,  and  the  Committee  for  the  Implementation  of  Textile  Agreements  (CTTA). 

o         RESPONSE:  Breaking  up  and  dispersing  the  International  Trade  Administration 
(TTA)  among  a  number  of  agencies  makes  no  sense  economically  or 
programmatically.   ITA  is  an  integrated  whole  and  has  one  mission:  to  help  U.S. 
companies  sell  products  abroad  and  support  U.S.  jobs  at  home.  ITA-led  efforts 
during  1994  resulted  in  U.S.  firms  winning  foreign  business  deals  with  a  U.S.  e^qxirt 
content  of  qjproximately  $20  bilUon,  thus  supporting  over  300,000  jobs.  Transfer  of 
fimctions  to  other  agencies  with  differing  missions  will  detract  from  this  focus  on 
exporting. 

—  Abolishing  the  domestic  export  promotion  field  offices  and  eliminating  the  sources 
of  sectoral,  regional  and  country  analyses  needed  to  suiqxtrt  trade  promotion  and 
international  negotiations  would  dq>rive  American  companies,  particularly  small- 
and  medium-sized  companies,  of  the  tools  needed  to  become  successful  e^qxnters 
and  would  place  the  United  States  at  a  disadvantage  with  its  trading  partners. 

—  Transfer  of  major  functions  to  USTR  would  change  the  nature  and  character  of  the 
Office  of  the  USTR,  which  is  currently  a  small  trade-negotiating  agency  that 
serves  as  the  President's  adviser  on  trade  matters,  and  entangle  it  with  a  myriad  of 
diverse  programmatic  reqx)nsibilities.   Moreover,  negotiation  of  U.S.  trade 
agreements  and  administration  of  the  AD/CVD  laws  should  rraiain  sepaate  to 
avoid  subjecting  decision-makers  to  pressure  to  make  trade-offs  betwem  issues  in 
negotiations  and  AD/CVD  CTfoicement. 


S.   EIQ:    TRANSFER  OF  THE  PATENT  AND  TRADEMARK  OFFICE  (%  205^.   The  bill 
transfers  the  FTO  to  Justice  and  requiring  it  to  be  fully  funded  by  fees. 
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RESPONSE:   The  PTO  is  properly  part  of  the  Commerce  Dqjartment  and  should  not 
be  affiliated  with  the  Justice  Dq}artment.   Justice  is  primarily  an  enforcement  agency. 
Because  the  function  of  the  PTO  under  the  Constitution  is  to  promote  commerce  by 
registering  trademariu  and  to  promote  technological  growth  by  granting  patents,  it 
makes  more  sense  for  the  PTO  to  lepon  to  the  Conmierce  Department,  whose 
mission  is  to  promote  industry  and  trade.   The  PTO  also  plays  an  important  role  in 
international  negotiations  on  intellectual  property  protection,  such  as  in  NAFTA  and 
the  Uruguay  Round  agreements  and  the  recent  agreement  signed  with  Japan.   This  too 
is  a  role  that  fits  well  with  other  Commerce  responsibilities.   Moreover,  there  would 
be  no  savings  in  moving  the  PTO  to  Justice  since  the  PTO  is  already  fully  supported, 
through  fees. 


6.    TA/NIST:    ABOUSHMENT  OF  THE  TECHNOLOGY  ADMINISTRATION  AND 
TERMINATION  OF  TECHNOLOGY  PROGRAMS  (6  206').   The  bill  proposes  to  abolish 
the  Technology  Administration,  the  only  Federal  agency  whose  primary  concern  is  the 
competitiveness  of  the  Nation's  technology  base.   The  bill  would  terminate  the  Office  of  the 
Under  Secretary  for  Technology  and  the  Office  of  Technology  Policy,  eliminate  vital 
programs  such  as  the  Advanced  Technology  Program  and  Manufacturing  Extension 
Partnership  (§§  206  and  212),  and  attempt  to  sell  off  the  NIST  laboratories  and  the  National 
Technical  Information  Service  (NTIS). 

o         RESPONSE:  Technology  is  the  engine  of  economic  growth.  In  a  worid  where 
technological  leadership  means  the  difference  between  prosperity  and  economic 
decline,  the  Dq)artment  of  Commerce's  Technology  Administration  (TA)  plays  a 
unique  and  critical  role  in  creating  an  environment  in  which  U.S.  industry  can 
flourish. 

—  The  Technology  Administration  and  Office  of  Technology  Policy  are  effective 
agents  in  promoting  our  nation's  competitiveness  and  encouraging  U.S.  companies 
to  pursue  technology  iimovation. 

~    NIST  serves  a  vital  and  necessary  role  in  the  Dqjartment  of  Commerce's  civilian 
technology  and  trade  mission.   NIST  contributes  technical  e^^rtise  and 
knowledge  gained  from  extensive  interaction  with  industry  to  DOC's  mission.  In 
carrying  out  its  mission,  NIST  also  draws  i^n  the  e^qwrtise  of  other  agencies  of 
DOC  on  trade  and  economic  issues. 

—  NIST  labs  perform  infrastructure  research  that  is  qjprc^riately  performed  by  the 
government  and  which  is  insq>arable  from  the  important  standards  and 
measurement  functions  the  bill  prtq)oses  to  move  to  NSF. 

—  The  Advanced  Technology  Program  (ATP)  is  a  highly  competitive,  merit-based, 
cost-shared  program  which  provides  a  mechanism  for  extending  U.S.  industry's 
technological  reach  in  today's  fiercely  competitive  global  marketplace.   By 
abolishing  the  Manufacturing  Extension  Partnershq),  the  bill  would  dismantle  a 
nationwide  network  of  community-  and  state-led  tiyhnipal  programs  that  is  hewing 
smaller  manufacturers  adopt  new  technologies. 

AiifiulS,  1995  3 


91 


Selling  off  the  NTIS  data  collection  would  threaten  the  existence  of  an  important - 
comprehensive  collection  of  scientific  and  technical  data,  as  well  as  the  access  to 
the  collection  by  the  Federal  government  and  the  private  sector.   NTIS  already 
supports  itself  ftilly  through  fees. 


7.   ESA:    TRANSFER  OP  THE  CENSUS  BUREAU  AND  BUREAU  OF  ECONOMIC 
ANALYSIS  (§§  207-208).   The  bill  transfers  the  Census  Bureau  to  Treasury  and  the 
Bureau  of  Economic  Analysis  to  the  Federal  Reserve  Svstgn. 

o         RESPONSE:  These  proposals  r^resent  a  false  economy  since  the  bill  maintains  the 
bulk  of  the  Dq)artment's  statistical  programs  and  simply  "re-houses"  them  in  different 
paits  of  the  Government.  By  dispersing  Commerce's  statistical  agencies  across  the 
government,  the  bill  could  jeopardize  the  quality  and  integrity  of  the  economic  and 
demographic  data  that  American  businesses  and  policymakers  rely  on  to  make  vital 
decisions  about  the  future.   Commerce  is  an  ideal  home  for  the  hub  of  the  statistical 
system  because  it  does  not  contain  the  tax  (Treasury),  regulatory  (Labor  -  OSHA), 
and  monetary  policymaking  (Federal  Reserve)  authorities  that  exist  in  the  agencies 
where  Coisus  and  BEA  are  slated  to  go  under  the  bill.   Such  transfers  would 
compromise  the  independence  of  the  statistical  agencies  and  threaten  the  confiden-     • 
tiality  of  the  information  that  individuals  and  businesses  rqx)rt.  For  example,  moving 
BEA  to  the  Fed  would  undermine  the  vital  indq>endent  credibility  and  function  of 
each.  It  would  open  them  both  to  justifiable  charges  of  conflict  of  interest  to  have  the 
Fed  oversee  and  fund  the  producer  of  the  very  data  it  uses  to  form  its  view  of  the 
economy.  As  a  recent  editorial  in  The  Journal  of  Commerce  put  it,  the  transfers 
contemplated  in  the  bill  try  to  stick  "square  pegs  in  round  holes.  * 


8.    NTIA:    TRANSFER  OF  THE  NATION ^T  TRTPrOMMTTNTrATrnNS  AND 
INFORMATION  ADMINISTRATION  AND  TERMINATION  OF  GRANT  PROGRAMS 
(§§  209-210).  The  bill  repeals  the  grant  programs  of  the  National  Telecommunications  and 
Information  Administration  and  transfers  its  plectrum  management  and  other  functions  under 
its  organic  statute  to  the  FCC. 

o         RESPONSE:  TeLeconmiunications  and  information  have  become  the  world's  largest 
economic  sector,  generating  more  than  $590  billion  in  armual  revenues  and  employing 
about  3.6  million  workers  in  the  United  States.  In  an  envirorunrait  where  sound 
telecommunications  policy  is  essmtial  to  the  future  competitive  health  of  the  U.S. 
ec(M)omy,  NTIA,  the  ptiadpal.  Executive  Branch  voice  on  these  issues,  plays  a  crticial 
leadersh^  role  in  setting  domestic  and  intematioaal  telecommunications  and 
information  policy.  It  has,  for  example,  heea  instrrmioital  in  promoting  the 
development  of  and  access  to  the  national  and  global  information  infrastructure. 
Terminating  NTIA's  policy  functicms  could  undermine  the  future  proq>erity  of  the 
United  States. 

NTIA  also  manages  the  Federal  govenmient's  use  of  q)ectrum  for,  among  other 
things,  national  defmse,  public  safety,  and  natural  resource  management.  Relocating 
NTIA's  spectrum  management  functions  to  the  Federal  Communications  Coirmussion 
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(FCC),  an  independent  regulatory  agency,  could  well  be  a  recipe  for  disaster.   By 
assigning  this  function  to  an  agency  that  generally  operates  outside  the  established 
Executive  Branch  coordination  process  and  disregarding  NTIA's  spectrum 
management  and  policy  expertise,  the  bill  would  threaten  Government  missions, 
including  national  security  and  emergency  prq)aredness.   Transferring  management  of 
the  Federal  spec^m  to  the  FCC  would  also  raise  concerns  regarding  interference 
with  the  President's  constitutional  authority,  particulariy  his  authority  with  respect  to 
the  national  defense  and  foreign  affairs. 


9.    NOAA:    TRANSFER.  TERMINATrON  AND  PRIVATIZATION  OF  THE  FUNCTIONS 
OF  THE  NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMINISTRATION  fS  2in.      * 
The  bill  dissolves  NOAA  and  transfers,  privatizes  or  eliminates  its  functions;  and  reduces 
funding  for  remaining  functions  by  at  least  25  % .   The  bill  transfers  fisheries  science  and  the 
National  Weather  Service  to  Interior;  fisheries  enforcement  to  Transportation;  and  mapping 
to  Defense.   The  bill  seeks  to  privatize  the  National  Environmental  Satellite,  Data  and 
Information  Service  (NESDIS)  data  centers  and  eliminates  the  Office  of  Oceanic  and 
Atmospheric  Research  and  fisheries  grants. 

o         RESPONSE:  Massive  restructuring  would  eliminate  synergies  in  NOAA  which 

promote  the  missions  of  describing  and  predicting  changes  in  the  Earth's  environment 
and  conserving  and  managing  the  Nation's  coastal  and  marine  resources  to  ensure 
sustainable  economic  (q)portunities.  The  Chrysler  proposal  is  shortsighted  because  it 
fails  to  recognize  the  unique  nature  of  NOAA  services,  which  provide  cost-effective 
benefits  to  the  entire  Nation.  NOAA's  mission  involves  basic  responsibilities  of  the 
Federal  govenmiait  for  ensuring  general  public  safety,  national  security  and 
environmental  well-being,  and  promoting  economic  growth.   NOAA's  interdq)endent 
programs  are  particularly  effective  because  they  are  coordinated  by  a  single  agrax^. 

—  Moving  scioice  to  Interior,  without  transferring  management  and  other  functions, 
would  harm  the  effectiveness  of  Federal  efforts  to  manage  fisheries.   The  lack  of 
integrated  sciratific,  management  and  enforcemmt  ovetsi^t  would  oidanger 
resources  and  industry  viability. 

—  Commerce  is  the  only  Fedoal  agency  which  int^iates  economics,  emrironment, 
technology  and  infcmnation  to  make  the  whole  greatra-  than  the  sum  of  its  parts. 

—  Mixing  of  civilian  and  military  charting  functions  will  dilute  both,  with  civilian 
and  militaiy  charting  reqwnding  to  different  taskings. 

—  Privatizing  the  data  cotters  will  threaten  curroit  international  agreemoits  for  the 
free  exchange  of  weather  and  environmental  data.   The  continuous  flow  of  data 
among  particq)ating  governments  would  not  be  guaranteed,  and  a  decrease  in  the 
amount  of  data  available  to  NOAA  and  the  private  and  public  sector  would  occur. 
There  is  no  demonstrated  market  for  the  sale  of  the  data  produced  by  the  Centers. 

—  NOAA's  mission-driven  research  supports  (q)eiational  improvemoits,  resource 
managemmt  needs  and  scientific  assessments  of  raviromnental  phenomenon. 
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Privatization  of  these  ca^ilities  would  eliminate  agency  synergies  and  would 
result  in  few  Federal  savings  since  data  requirements  remain  the  same. 

-  Severe  budget  reductions  would  cripple  NOAA's  essential  national  services  that 
protect  human  lives  and  property,  and  contribute  to  a  growing  economy.   For 
example,  the  Weather  Service  would  be  forced  to  reduce  the  number  of  stations 
operated  in  the  modernized  system  from  1 18  to  about  56  -  NWS  already  is 
downsizing  firom  around  300  offices  to  118. 

10.    MRDA.  USTTA.  EDA.  NTTA.    MT.srKf  T  AMPDUS  ABOUSHMENTS  fS  212). 
In  addition  to  providing  for  tiie  termination  of  EDA  (§  201)  and  ti^nsferring  NTIA  to  FCC 
(§§  209-210),  the  bill  includes  a  provision  that  expressly  abolishes  four  Commerce  agencies: 
EDA,  NTLA,  the  Minority  Business  Development  Agency  (MBDA)  and  the  United  States 
Travel  and  Tourism  (USTTA). 

o         RESPONSE:  These  agencies  perform  functions  vital  to  the  Dqjartment's  mission  to 
ensure  and  enhance  economic  opportunity.  EDA  provides  critical  assistance  to 
distressed  regions  of  the  country  and  NTIA  oversees  the  increasingly  important 
telecommunications  sector  within  the  Executive  Branch. 

-  MBDA  provides  management  and  technical  assistance  to  help  minority-owned 
businesses  overcome  obstacles  to  their  creation  and  expansion.   This  assistance 
helps  these  businesses  grow,  thereby  helping  increase  employment  opportunities 
within  their  conununities. 

-  USTTA  has  provided  valuable  information  on  the  tourism  industry.  Critical 
functions  within  USTTA  need  to  be  retained  along  with  other  essential  trade 
promotion  functions  at  Commerce. 


Aagiui3,  ims 
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Testimony  of  Ambassador  Mickey  Kantor 
The  United  States  Trade  Representative 

Before  the 

House  International  An^airs  Committee 

August  4, 1995 


Introduction 


Mr.  Chainnan,  I  appreciate  this  opportunity  to  discuss  the  relationship  between  the  Office  of  the 
United  States  Trade  Representative  (USTR)  and  the  Department  of  Commerce  (DOC)  and  our 
respective  roles.  I  appreciate  your  past  support  of  USTR  and  look  forward  to  continuing  to  work 
closely  with  you. 

I  am  pleased  today  to  voice  USTR's  strong  support  for  the  Department  of  Commerce.  I  believe  it 
would  be  a  serious  mistake  to  disable  or  eliminate  the  Department  of  Commerce.  Any  action  of 
this  nature  would  harm  the  historic  economic  and  trade  efforts  of  the  last  two  and  a  half  years  to 
forge  a  more  open  global  trading  system  and  provide  U.S.  companies  with  greater  opportunities 
to  compete  in  foreign  markets. 

The  President  and  this  Administration,  with  bipartisan  support  in  Congress,  have  negotiated 
more  than  1 50  trade  agreements,  including  the  North  American  Free  Trade  Agreement,  and  the 
Uruguay  Round  ~  the  broadest  trade  agreement  in  history.  We  have  set  the  stage  for  trade 
expansion  in  Asia  through  the  Asia  Pacific  Economic  Cooperation  forum  with  the  Bogor 
Declaration,  and  announced  creation  of  a  Free  Trade  Area  of  the  Americas  by  2005  at  the  historic 
Summit  of  the  Americas. 

In  just  the  last  month,  we  concluded  a  historic  accord  with  Japan  on  autos  and  auto  parts,  which 
one  industry  leader  described  as  "the  most  significant  trade  agreement  with  Japan  ever,"  and  an 
agreement  to  open  civil  aviation  routes  to  U.S.  companies  such  as  FedEx.  We  have  now 
concluded  sixteen  trade  agreements  with  Japan  during  this  Administration. 

In  addition,  we  concluded  the  largest  procurement  agreement  in  history  with  the  European 
Union,  an  agreement  covering  80  percent  of  global  shipbuilding,  and  scores  of  other  bilateral 
trade  agreements.  In  March,  we  signed  a  groundbreaking  agreement  to  protect  American 
intellectual  property  rights  in  China. 

These  agreements  have  already  begun  to  promote  growth  and  create  jobs  in  this  country.  U.S. 
exports  have  grown  by  more  than  17  percent  in  the  first  five  months  of  1995  —  a  rate  more  than 
three  times  that  of  export  growth  when  President  Clinton  was  sworn  into  office. 

The  economy  has  responded  to  President  Clinton's  efforts  in  getting  our  domestic  house  in  order, 
investing  in  America's  future,  and  expanding  our  opportunities  abroad.  Unemployment  is  down 
to  5.6  percent  from  more  than  7  percent  when  he  took  office.  The  economy  under  his  watch  has 
created  seven  million  jobs,  with  93  percent  in  the  private  sector.  After  losing  more  than  2.2 
million  manufacturing  jobs  over  the  12  years  prior  to  the  Clinton  Administration,  the  economy 
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has  added  392,000  manufacturing  jobs  in  the  last  two  years.  Business  investment  is  at  a  post 
World  War  II  high,  and  the  creation  of  new  businesses  is  at  record  levels.  The  Council  on 
Competitiveness  recently  concluded,  "in  1994,  the  one-year  growth  rates  for  U.S.  standard  of 
living,  manufacturing  productivity,  and  investment  in  plant  and  equipment  were  the  highest  in  a 
decade.  U.S.  exports  are  healthy  and  projected  to  continue  to  grow  at  a  rapid  pace." 

Mr.  Chairman,  I  believe  this  record  shows  we  are  on  the  right  course.  Just  as  we  could  not  have 
achieved  these  successes  in  trade  without  close  bipartisan  cooperation  between  the  Congress  and 
the  Administration,  we  could  not  have  achieved  them  without  close  cooperation  within  the 
Executive  Branch.  Proposals  to  abolish  the  Commerce  Department  or  disperse  its  fiinctions  are 
likely  to  seriously  damage  our  trade  negotiation,  implementation,  and  promotion  efforts  and,  as  a 
result,  our  ability  to  create  more  American  jobs. 

Importance  of  the  Department  of  Commerce 

None  of  our  successes  over  the  last  two  years  would  have  been  possible  without  the  leadership 
and  support  of  the  Department  of  Commerce.  We  cooperate  daily  on  a  range  of  issues  from 
negotiations  to  economic  analysis  and  research.  Let  me  cite  specific  examples  of  how  the 
leadership  and  support  of  the  Department  of  Commerce  have  contributed  to  our  successes: 

-  G ATT/WTO:  Commerce  provides  critical  support  for  USTR  in  the  implementation  of 
the  Uruguay  Round,  including  ongoing  negotiations  and  detailed  analysis  of  trade 
regimes  of  more  than  20  countries  that  are  in  the  process  of  acceding  to  the  GATT/WTO; 

-  NAFTA:  Commerce  has  provided  expertise  on  the  full  range  of  bilateral  issues: 
automotive,  standards  and  certification,  transportation,  and  other  market  access  issues; 

-  Japan  Autos/Auto  Parts:  Commerce's  detailed  knowledge  of  the  Japanese  automotive 
sector  was  essential  to  the  efforts  to  open  the  Japanese  auto  and  auto  parts  markets  to 
foreign  competition; 

-  U.S.-Japan  Semiconductor  Arrangement:  Commerce  administers  the  Data  Collection 
Program  through  which  U.S.  companies  report  sales  data  which  is  used  to  calculate  the 
quarterly  market  share  figure  and  coordinates  industry  expertise  and  leads  trade  missions 
which  support  and  complement  the  U.S.-Japan  Semiconductor  Arrangement; 

-  FTAA:  Commerce  will  play  an  essential  role  in  the  Free  Trade  Area  of  the  Americas 
process,  including  providing  critical  technical  expertise  and  support,  and  compiling 
valuable  input  from  the  private  sector; 

-  Chile  NAFTA  Accession:  Commerce  is  an  integral  participant  in  the  interagency 
negotiating  team,  providing  expertise  on  IPR,  standards,  industrial  sector  analysis,  anti- 
dumping and  countervailing  duty  issues,  telecommunications,  competition  policy,  service 
industries,  temporary  entry  for  business  persons,  and  the  development  of  the  data  base  of 
industrial  products  for  tariff  negotiations; 
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-  Europe/EU:  Commerce  is  pursuing  a  Trans-Atlantic  Business  Dialogue  aimed  at 
providing  business  views  of  desirable  objectives  for  future  govemment-to-govemment 
negotiations,  which  is  playing  a  major  role  in  shaping  the  future  U.S.-EU  trade 
relationship; 

-  Textiles:  Personnel  from  Commerce's  Office  of  Textiles  and  Apparel  provide 
negotiating  support  and  in-depth  analysis  for  all  negotiations  conducted  by  USTR  in  the 
textile/apparel  sector.  Commerce  takes  the  lead  in  implementing  the  results  of  each 
negotiation  in  coordination  with  USTR; 

-  301:  In  these  very  complex  and  intensive  cases  (whether  initiated  by  industry  or  the 
U.S.),  Commerce  provides  invaluable  assistance  in  the  compilation  of  retaliation  lists  and 
detailed  analysis  of  retaliation  options; 

-  Special  301:  During  USTR's  aimual  review  of  the  adequacy  of  countries'  intellectual 
property  regimes,  the  International  Trade  Administration  provides  invaluable  analytic  and 
drafting  support.  Conmierce  is  crucial  in  resolving  the  numerous  Special  301 
investigations  periodically  instituted  by  USTR,  such  as  the  recent  successful  agreement 
improving  China's  IPR  regime; 

-  Aircraft/US-EU  Bilateral  Aircraft  Agreement:  Commerce  provides  essential  industry 
expertise  and  resources  necessary  to  monitor  and  implement  properly  the  so-called 
Airbus  agreement  and  to  rebut  EU  assertions  regarding  U.S.  programs  and  compliance; 

-  US-Canada  Talks  on  Softwood  Lumber:  Commerce  has  provided  invaluable  support 
and  analysis  in  negotiations  concerning  Canadian  softwood  lumber  subsidies  and  how 
these  subsidies  are  affecting  thousands  of  jobs  in  the  U.S.  wood  products  industry; 

-  Multilateral  Steel  Agreement:  Commerce  staff  play  a  critical  role  in  these  negotiations 
both  directly  and  in  providing  support  and  analysis  of  this  ongoing  initiative; 

-  OECD  Shipbuilding  Agreement:  Commerce  negotiated  the  injurious  pricing  discipline 
over  the  period  July  1993  -  July  1994,  removing  a  major  and  technically  complex 
obstacle  to  conclusion  of  negotiations; 

-  Telecommunications :  Commerce  staff  play  essential  roles  in  virtually  all  of  our 
telecommunications  initiatives,  which  range  from  narrowly  focused  bilateral  agreements 
to  broad  efforts  to  liberalize  the  telecommunications  sectors  in  APEC  and  Latin  America; 

-  GSP:  Commerce  personnel  provide  detailed  expert  advice  during  annual  product 
reviews  under  the  Generalized  System  of  Preferences,  including  the  addition  and  deletion 
of  products  as  well  as  competitive  need  waivers;  and 

-  Economic  Data:  Commerce  provides  comprehensive  economic,  statistical  and 
international  trade  data  in  support  of  USTR's  daily  and  long  term  functions. 
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Obviously,  this  is  only  a  glimpse  into  the  wide  range  of  support  which  the  Department  of 
Commerce  provides.  In  addition  to  its  key  role  in  trade  negotiations,  the  Commerce  Department 
has  been  enormously  successfiil  in  promoting  U.S.  exports,  targeting  foreign  markets,  and  being 
a  very  effective  advocate  of  U.S.  conunercial  interests  abroad.  Congress  has  assigned  Commerce 
the  responsibility  for  assisting  U.S.  companies  to  take  advantage  of  market-opening 
opportunities,  primarily  through  trade  promotion  and  export  fmance.  In  addition,  the  Commerce 
Department  has  the  lead  responsibility  for  administering  export  controls  on  certain  kinds  of  high- 
technology  goods  and  services.  Secretary  Brown's  testimony  will  illustrate  at  length  the  many 
other  areas  in  which  the  Commerce  Department  helps  U.S.  workers  and  firms. 

One  of  the  vital  fimctions  of  the  Department  of  Commerce  is  the  strong  and  effective  advocacy 
of  Secretary  Brown  for  U.S.  business,  both  internationally  and  domestically.  Abolishing  the 
Commerce  Department  would  eliminate  the  vital  seat  at  the  Cabinet  table  for  U.S.  business. 

Merging  Commerce  and  USTR's  Functions 

Eliminating  these  Commerce  Department  fimctions  would  seriously  harm  our  ability  to  compete 
in  a  globalized  economy.  In  addition,  merging  USTR  and  the  trade  fimctions  of  the  Department 
of  Commerce  would  have  equally  deleterious  effects.  To  explain  why,  let  me  say  a  few  words 
about  why  Congress  created  USTR. 

USTR's  small  size.  Cabinet  rank,  position  within  the  Executive  Office  of  the  President,  and  role 
as  chief  trade  negotiator  and  principal  spokesperson  on  trade,  as  well  as  the  division  of  labor 
between  USTR  and  other  departments  and  agencies  of  the  executive  branch  is  a  unique  and 
deliberate  creation  of  the  Congress.  The  aim  was  to  have  a  small,  flexible  and  extremely 
responsive  agency,  staffed  with  primarily  senior  career  persormel  and  headed  by  a  Cabinet-rank 
person  serving  as  the  president's  chief  advisor  on  trade  policy,  taking  the  lead  in  coordinating  (as 
opposed  to  administering)  trade  policy  and  negotiating  trade  agreements  with  other  nations.  This 
construct  has  worked  remarkably  well. 

The  Congress  first  established  the  Office  of  the  Special  Trade  Representative  (the  name  was 
changed  to  USTR  during  the  Carter  Administration)  in  the  Executive  Office  of  the  President  to 
coordinate  negotiations  during  the  Kennedy  Round.  Later,  the  1988  Onmibus  Trade  and 
Competitiveness  Act  enumerated  the  following  responsibiUties  for  USTR: 

(1)  to  have  primary  responsibility  for  developing  and  coordinating  the  implementation  of 
U.S.  international  trade  policy; 

(2)  to  serve  as  the  principal  adviser  to  the  President  on  international  trade  policy  and  on 
the  impact  of  other  U.S.  Government  policies  on  international  trade; 

(3)  to  have  lead  responsibility  for  the  conduct  of,  and  be  chief  U.S.  representative  for, 
international  trade  negotiations,  including  commodity  and  direct  investment  negotiations; 

(4)  to  coordinate  trade  policy  with  other  agencies; 
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(5)  to  act  as  the  principal  international  trade  spokesman  of  the  President; 

(6)  to  report  to  the  President  and  the  Congress  on  the  administration  of  the  trade 
agreements  program; 

(7)  to  advise  the  President  and  Congress  with  respect  to  non-tariff  barriers  to  trade;  and 

(8)  to  report  to  Congress  on  these  matters. 

In  other  words,  USTR's  work  is  to  open  foreign  markets  and  provide  opportunities  for  American 
exporters,  while  the  Corrmierce  Department  and  other  agencies  help  American  workers  and  firms 
make  the  most  of  those  opportunities.  USTR  is  like  the  blocking  back  or  pulling  guard,  opening  a 
hole,  and  the  Department  of  Commerce  is  the  ruiming  back.  The  touchdown,  is,  of  course,  more 
U.S.  jobs  and  a  higher  standard  of  living. 

Creating  a  new  superagency  responsible  for  all  aspects  of  trade  would  bring  a  host  of  unintended 
consequences.  To  begin  with,  the  individual  in  charge  of  such  an  agency  would  literally  not  have 
enough  time  to  address  adequately  the  myriad  responsibilities:  negotiations,  coordination,  trade 
promotion,  export  enhancement,  and  administration.  All  of  these  functions  would  suffer. 

Additionally,  it  would  not  be  appropriate  to  combine  the  trade  negotiation  and  coordination 
fimctions  of  USTR  with  the  Department  of  Commerce's  role  as  advocate  for  U.S.  products  and 
services.  Conflicts  can  easily  arise  in  situations  where  the  U.S.  negotiating  stance  on  a  particular 
trade  matter  would  threaten  our  advocacy  on  behalf  of  U.S.  companies.  Although  some  claim 
that  such  conflicts  can  be  avoided  by  having  a  so-called  "firewall"  between  the  two  functions 
within  a  combined  trade  agency,  such  an  approach  would  be  unworkable.  Undoubtedly  the  head 
of  any  such  new  agency  would  have  to  be  intimately  involved  in  (and  conflicted  by)  both  the 
negotiation  and  advocacy  fiinction. 

Finally,  I  have  concluded  that  even  if  all  trade  activities  of  the  U.S.  government  could  be 
consolidated  in  one  place  (which  I  do  not  think  is  either  practical  or  feasible),  and  USTR's  and 
the  Department  of  Commerce's  missions  were  changed,  the  Congress  would  have  to  reinvent  a 
small  trade  negotiating  agency  with  USTR's  unique  mission  soon  thereafter. 

While  "trade"  may  sound  like  a  single  function,  it  encompasses  an  enormous  variety  of  activities, 
each  contributing  to  the  success  of  American  firms  and  workers  in  global  markets.  Of  course, 
USTR  and  DOC  are  not  the  only  agencies  with  trade-related  functions.  The  Departments  of 
Agriculture,  Defense,  Justice,  Labor,  State,  Transportation  and  Treasury;  the  Council  of 
Economic  Advisers;  the  Office  of  Management  and  Budget;  the  Enviroimiental  Protection 
Agency;  and  an  independent  agency,  the  U.S.  International  Trade  Commission,  all  address  trade 
issues  in  some  way.  Within  this  larger  system,  USTR  has  remained  a  small,  focused,  and 
efficient  organization  that  continues  to  balance  domestic  and  international  interests  in  a  highly 
cost-effective  manner. 

Congress'  wisdom  has  been  to  recognize  that  the  Government's  role  in  international  trade  works 
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best  when  it  is  spearheaded  in  the  executive  branch  by  an  organization  that  is  focused  on  policy 
and  negotiation;  that  can  act  quickly;  and  can  leverage  the  support  and  resources  that  are  housed 
in  virtually  every  Cabinet  agency.    Such  an  organi2ation  is  necessarily  small  and  mobile  with 
immediate  access  to  the  president,  and  is  unfettered  by  operational  responsibilities  better 
assiuned  by  a  larger  agency. 

Conclusion 

Today,  in  an  era  of  severe  budget  pressures,  it  is  appropriate  to  ask  tough  questions  about  how  to 
serve  the  national  interest.  This  Administration  has  done  exactly  that.  The  Administration,  with 
the  support  of  many  in  Congress,  has  led  a  serious  and  substantial  effort  to  reduce  the  deficit, 
increase  government  efficiency,  and  cut  government  waste.  President  Clinton  and  Vice  President 
Gore  understand  that  we  can't  compete  in  a  globalized  economy  if  we  are  not  strong  at  home. 

When  President  Clinton  entered  office,  the  deficit  was  at  its  highest  dollar  level  in  history  - 
$290  billion  —  and  it  was  predicted  to  grow  to  more  than  $600  billion  by  early  in  the  next 
century.  His  plan  has  brought  the  deficit  down  three  years  in  a  row  -  for  the  first  time  since 
Truman  was  president.  In  fact,  we  are  bringing  it  down  faster  than  we  expected.  This  week,  the 
White  House  budget  office  released  new  economic  estimates  that  show  the  budget  deficit 
dropping  to  $160  billion  this  year  —  a  $33  billion  reduction  fi-om  February's  estimate  and  a  45 
percent  cut  fi-om  the  FY92  budget.  The  deficit  is  being  cut  in  half  as  a  percentage  of  our  national 
income. 

President  Clinton  has  mandated  the  reduction  of  the  size  the  federal  civilian  work  force  by 
272,900  employees  to  the  lowest  level  since  John  Keimedy  was  president.  Federal  employment 
has  already  dropped  by  more  than  1 00,000  during  this  Administration.  Under  the  leadership  of 
Vice-President  Gore's  National  Performance  Review,  the  Administration  has  saved  $63  billion 
through  reinventing  government  and  eliminating  outdated  government  programs. 

Removing  trade  functions  firom  the  Department  of  Commerce  or  merging  trade  functions  into  a 
new  mega-bureaucracy  is  a  bad  idea,  albeit  stemming  fi-om  good  intentions. 

The  Department  of  Commerce  has  been  an  engine  for  the  creation  of  U.S.  jobs.  At  a  time  when 
our  industries  face  increased  global  competition,  we  should  strengthen,  rather  than  dismantle,  the 
institutions  that  have  successfully  and  effectively  advanced  our  economic  interests.  By  working 
together,  we  can  achieve  reforms  that  will  advance  our  trade  policy  interests  and  our  ability  to 
create  jobs.  I  thank  the  Committee  and  the  Chair  for  this  opportunity  to  testify. 
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THE  UNrTED  STATES  TRADE  REPRESENTATIVE 

Executive  Office  of  tfie  President 

Washington,  DC.    20508 


JUN    I  5  1995 

The  Honorable  Newt  Gingrich 
Speaker  of  the  House 
U.S.  House  of  Representatives 
Washington,  D.C.   205L5 

Dear  Mr.  Speaker: 

I  write  to  oppose  strongly  legislative  proposals  to  eliminate  the 
Department  of  Commerce  and  disperse  its  functions  around  the 
executive  branch.   The  Commerce  Department  has  been  enormously 
successful  in  promoting  U.S.  exports,  opening  foreign  markets, 
an(4  protecting  U.S.  economic  interests  around  the  world.   At  a 
time  when  U.S.  industry  faces  increased  global  competition,  we 
should  be  strengthening,  rather  than  abolishing,  the  institutions 
that  have  most  effectively  advanced  our  national  economic 
interests. 

In  the  last  two  and  one  half  years  alone,  the  Commerce  Department 
has  been  instrumental  inr  negotiating  the  North  American  Free 
Trade  and  Uruguay  Round  agreements,  in  designing  and  implementing 
the  National  Export  Strategy,  and  in  creating  public/private 
partnerships  that  are  successfully  investing  in  the  technologies 
of  the  future.   In  addition,  the  Commerce  Department  provides 
essential  analytic  support  and  in-depth  knowledge  of  foreign 
trade  practices  that  have  been  invaluable  to  USTR  and  other 
agencies  involved  in  negotiating  and  implementing  trade 
agreements.   Most  recently,  for  example,  the  Commerce 
Department's  detailed  knowledge  of  the  Japanese  automotive  sector 
has  been  essential  to  our  efforts  to  opeii  the  Japanese  auto  and 
auto  parts  markets  to  foreign  competition. 

Congress  should  be  extremely  wary  of  proposals  that  would 
dismantle  the  integral  linkage  that  exists  among  various  Commerce 
Department  programs  that  have  successfully  protected  U.S. 
industries  from  unfair  foreign  competition,  expanded  U.S.  export 
markets,  and  aggressively  advocated  U.S'^  business  interests 
around  the  world.   Moreover,  it  would  be  a  mistake  to  scatter  the 
Commerce  Department's  programs  around  the  executive  branch 
without  regard  to  the  effect  on  the  operation  of  other  agencies. 
USTR,  for  example,  currently  benefits  enormously  from  its  small 
size  and  ability  to  shift  resources  quickly  to  pressing 
negotiations . 
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I  will  scrongly  support  efforts  to  redress  the  deficit  by 
increasing  government  efficiency  and  reducing  government  waste 
and  I  look  forward  to  working  with  you  on  such  initiatives.   At 
Che  iame  time,  however,  proposals  to  abolish  the  Commerce 
Department  and  disoerse  its  functions  around  the  executive  branch 
are  likely  to  have  exactly  the  opposite  effect  by  seriously 
damaging  our  trade  negotiation,  implementation,  and  P^°'"Ot^°^ 
effo?ts  and,  as  a  result,  our  ability  to  create  more  American 
nobs    Conseouently,  I  urge  you  to  strengthen  rather  than  weaken 
cS  commerce -Department  and  protect  a  highly  effective  advocate 
for  uT  business  in  the  global  marketplace.   I  encourage  you  to 
work  with  secretary  Brown  and  me,  as  well  as  with  others  in  the 
Administration,  to  achieve  reforms  that  will  advance  our  trade 
poUcy  interests  and  our  ability  to  save  and  create  American 
jobs  . 
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Testimony 

by 

Dr.  Paul  Freedenberg 

International  Trade  Consultant 

Baker  &  Botts,  L.L.P. 

Mr.  Chainnan,  members  of  the  Committee,  1  am  pleased  to  be  asked  to  testify  toda> 
on  the  subject  of  the  proposed  abolishment  of  the  Commerce  Department.  As  a  former  Assistant 
Secretary  for  Trade  Administration  and  Under  Secretary  for  Export  Administration  during  President 
Ronald  Reagan's  second  term  in  office,  1  feel  that  1  can  speak  on  the  topic  before  you  with  some 
degree  of  expertise.  My  position  as  Staff  Director  of  the  Senate  Banking  Committee's 
Subcommittee  on  International  Finance  during  the  period  when  legislation  was  passed  which 
reorganized  the  Commerce  Department's  International  Trade  Administration  and  created  a  new 
Secretariat  to  administer  export  controls  also  gave  me  valuable  insight  into  the  structure  and  value 
of  the  trade  functions  of  the  Commerce  Department.  In  addition,  the  process  of  negotiating  the 
Machine  Tool  Voluntary  Restraint  Arrangement  and  the  Semiconductor  Agreement  with  Japan  gave 
me  an  understanding  of  the  demands  of  international  trade  negotiation  and  the  assets  necessary  for 
the  United  States  Government  to  be  successful. 

While  I  understand  and  agree  with  the  great  desire  of  the  new  Congress  to  reorganize 
and  downsize  the  Federal  Government,  if  it  had  been  my  choice,  1  would  not  have  begun  with  the 
Commerce  Department.  I  was  lucky  enough  to  have  served  under  two  of  the  great  Secretaries  of 
Commerce  in  the  history  of  the  Department,  Malcolm  Baldrige  and  William  Verity  at  a  time  when 
America's  trade  and  technology  leadership  were  under  severe  challenge.  After  Secretary  Baldrige 's 
untimely  death.  Secretary  Verity  created  the  Baldrige  Award  as  a  tribute  to  Malcolm  Baldrige's 
abiding  interest  in  improving  quality  in  the  manufacturing  sector.  Its  annual  competition  has  served 
as  a  great  stimulus  for  improvements  in  quality  for  America's  industries.  Indeed,  it  often  overlooked 
that  the  Commerce  Department  has  done  a  great  deal  over  the  past  decade  and  one-half  to  improve 
our  nation's  manufacturing  quality  and  expertise  as  well  as  our  trade  competitiveness.  Certainly, 
there  is  deadwood  that  can  be  cut  away,  but  I  am  coricemed  that  too  hasty  a  consideration  of  the 
issue  of  Commerce  dismantlement  may  result  in  healthy  limbs  being  cut  away  along  with  the  dead. 

1  am  sure  that  I  need  not  remind  this  Committee,  which  has  held  numerous  hearings 
on  the  subject  of  the  importance  of  exports  to  our  national  economy,  that  exports  stimulate  job 
creation  and  economic  growth.  Over  the  past  seven  years,  export-related  jobs  grew  eight  times  faster 
than  total  employment.  In  that  time,  U.S.  exports  of  goods  and  services  accounted  for  over  one-third 
of  our  economic  grov^.  Many  industries  depend  on  the  support  of  the  Commerce  Department's 
International  Trade  Administration  ("IT A")  when  exporting  their  products.  ITA  is  the  Government's 
principal  export  counselor  and  service  provider,  last  year  counseling  over  4 1 ,000  small  and  medium- 
sized  U.S.  companies  on  how  to  penetrate  foreign  markets.  A  critical  sub-agency  within  ITA  is  the 
United  States  and  Foreign  Commercial  Service  ("US&FCS),  which  is  made  up  of  73  offices  across 
the  United  States  that  are  linked  electronically  within  133  offices  in  69  countries  worldwide,  offering 
an  unparalleled  network  that  assists  American  companies  to  enter  international  markets.  The  sole 
purpose  of  US&FCS  is  to  help  U.S.  firms  to  be  successful  in  international  business.  Its  elimination 
would  place  U.S.  exporters  at  a  competitive  disadvantage  when  compared  to  companies  from  every 
other  industrialized  country  in  the  world,  all  of  whom  have  similar  —  indeed  significantly  larger  — 
export  promotion  operations  within  their  countries. 
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Nonetheless,  Mr.  Chairman,  you  invited  me  here  to  offer  my  opinion  on  how  a 
successor  organization  could  be  organized  if  you  do  decide  to  go  ahead  with  the  dismantlement  of 
the  Commerce  Department.  Since  I  spent  my  career  dealing  with  the  trade,  export  control,  and 
technology  sections  of  the  Commerce  Department,  I  wiU  devote  my  testimony  to  those  issues.  1  will 
not  comment  on  the  other  parts  of  the  Commerce  Department,  important  as  they  are,  except  to  say 
that  there  is  a  very  strong  argument  to  be  made  for  consolidating  the  disparate  statistical  ftmctions 
that  are  spread  throughout  our  government  into  one  statistical  agency  that  would  handle  labor 
statistics,  economic  analysis  and  forecasting,  and  census  information  in  one  central  location,  either 
the  successor  to  the  Commerce  Department  or  peAaps  an  independent  agency.  Such  a  consolidauon 
would  both  save  money  and  avoid  the  confusion  from  the  current  cacophony  of  statistical  agencies 
spread  out  across  the  Federal  Government  and  the  Federal  Reserve  system. 

Turning  to  the  trade  functions,  at  first  glance  it  would  seem  that  there  is  a  vast  array 
of  alternatives  with  regard  to  organization.  I  would  argue,  however,  that  there  are  really  two  basic 
options,  with  variations  on  which  particular  functions  you  want  to  retain  and  which  you  think  that 
you  can  eliminate  within  those  two  basic  structures. 

Option  One 

This  approach  restructures  trade  activities  by  transfening  Department  of  Commerce 
trade  fiinctions  to  the  current  office  of  the  United  States  Trade  Representative  ("USTR")-  The  U.S. 
Trade  Representative  would  also  hold  the  title  of  United  States  Trade  Administrator  ("USTA")  and 
would  be  the  head  of  the  restructured  office.  He  or  she  would  be  responsible  for  trade  promotion, 
policy,  and  administration  of  the  agency,  as  well  as  negotiations.  The  USTRAJSTA  would  thus  be 
at  cabinet-level,  but  be  removed  from  the  Executive  Office  of  the  President. 

Organizationally,  the  USTA  would  be  headed  by  the  USTR  (with  ambassadorial 
status)  who  would  have  the  responsibilities  just  described,  a  deputy  USTR  to  the  World  Trade 
Organization,  and  a  Deputy  Administrator,  who  would  serve  as  the  agency's  chief  operating  officer 
responsible  for  non-USTR  functions,  including  administration  of  trade  laws,  promotion  of  exports, 
and  trade  policy  analysis.  The  new  Office  would  integrate  the  trade  and  economic  functions  of  the 
Commerce  Department  with  the  USTR's  office,  while  leaving  the  cun-ent  USTR  negotiating 
structure  intact. 

A  new  Bureau  of  Export  Promotion  would  be  created  to  replace  the  old  Commerce 
International  Trade  Admhiistration.  Proponents  of  this  option  argue  that  export  promotion  efforts 
in  the  past  have  lacked  coordination.  They  argue  that  the  new  Bureau  of  Export  Promotion  would 
increase  our  ability  to  compete  abroad  by  combining  our  export  promotion  efforts  under  unified 
leadership.  A  major  component  of  the  new  organization  would  be  the  Commercial  Service,  whose 
primary  function  would  be  to  increase  export  awareness  and  stimulate  export  of  U.S.  goods  and 
services  by  counseling  U.S.  companies  both  in  Washington  and  in  District  Offices  located  in 
strategic  locations  around  the  country  and  advocating  on  behalf  of  those  companies  with  potential 
foreign  buyers.  The  new  Commercial  Service  would  include  the  former  US&FCS,  including  the 
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District  Offices,  and  parts  of  the  current  Trade  Development  Office.  Under  the  bill  introduced  b>' 
Congressman  John  Mica,  the  Commercial  Service  would  become  a  government  corporation  with  a 
public/private  sector  Board  of  Directors. 

A  Bureau  of  Trade  Administration  ("BTA")  would  be  created  to  handle  all  trade 
regulation  and  enforcement  matters  (including  monitoring  of  multilateral  and  bilateral  trade 
agreements)  via  two  components  transferred  from  Commerce.  This  could  be  done  separately  by 
transferring  the  current  Bureau  of  Export  Administration  ("BXA")  as  well  as  the  current  Import 
Administration  intact  and  creating  separate  agencies  for  each.  Or,  it  could  be  done  through  a  Bureau 
of  Trade  Administration,  wtoch  would  be  similar  in  structure,  with  one  important  distinction,  to  the 
way  that  trade  regulation  was  organized  at  the  Commerce  Department  under  the  Assistant  Secretary 
for  Trade  Administration  before  October  1,  1987,  when  the  new  Under  Secretary  for  Export 
Administration  was  created.  The  important  distinction  would  be  that  the  new  BTA  would  not  report 
up  through  the  Bureau  of  Trade  Promotion,  which  would  obviate  the  pre- 1987  criticism  that  is 
inappropriate  to  have  the  export  control  operation  reporting  up  through  the  export  promotion  side 
of  the  agency.  The  new  BTA  would  have  two  major  components: 

1 .  Export  Administration  —  Licenses  exports  of  "dual  use"  commodities  and 
technical  data.  Also,  as  is  currently  the  case,  the  national  security-oriented 
Office  of  Strategic  Industries  and  Economic  Security  (transferred  from  BXA) 
would  continue  to  administer  national  security  investigations  under  Section 
232  of  the  Trade  Act  of  1962  and  Exon-Florio  investigations.  It  would  also 
administer  the  Defense  Production  Act,  including  the  monitoring  of  so-called 
"Off-sets." 

2.  Import  Administration  —  Investigates  cases  under  U.S.  antidumping  and 
countervailing  duty  laws,  where  imports  may  be  sold  at  less  than  fair  value 
or  subsidized.  Its  Office  of  Agreements  Compliance  would  continue  to 
monitor  and  enforce  all  trade  agreements  reached  imder  the  authority  of  the 
U.S.  trade  laws.  This  proved  to  be  a  critical  frinction  in  enforcing  the  highly 
successful  Semiconductor  Agreement  with  Japan  and  the  Machine  Tool 
Voluntary  Restraint  Arrangement  with  Japan  and  Taiwan.  Administration  of 
the  Foreign  Trade  Zones  law  would  also  be  done  out  of  this  sub-agency. 

The  other  major  component  would  be  a  Bureau  of  Trade  Policy  &  Analysis.  This 
Bureau  would  analyze  trade  and  economic  developments,  develop  economic  and  trade  policy 
options,  and  oversee  the  collection  and  dissemination  of  relevant  statistical  infoimation  about  both 
countries  and  industries.  It  would  also  undertake  studies  of  major  economic  and  business 
developments.  It  would,  in  turn,  have  two  sub-agencies: 

1.  International  Economic  Policy  -  Would  develop  and  implement  policy 
relating  to  international  trade,  investment  and  conmiercial  relations.  Its 
country  experts  would  provide  maricet  information  and  market  analysis.  It 
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would  also  identify  foreign  barriers  and  opportunities,  counsel  U.S. 
businesses  and  participate  in  bilateral  multilateral  trade  negotiations 
(transferred  from  Commerce  Department). 

Business  Analysis  -  Would  provide  industry  sector  analysis  through 
microeconomic  and  industry  studies  and  maintain  an  industrial  data  base  for 
economic  studies  (transferred  from  die  industry  analysis  part  of  Trade 
Development  at  the  Commerce  Department). 


Comments 


The  advantage  of  this  option  is  that  it  consoUdates  two  agencies  into  one.  Moreover, 
since  one  of  the  agencies  is  already  headed  by  an  Ambassador  with  cabinet  rank,  the  problem  of  a 
seat  at  the  President's  Cabinet  Table  is  solved  without  creating  a  new  department. 

According  to  its  critics,  however,  the  problem  with  this  concept  is  that  it  mixes  trade 
negotiations  with  trade  promotion,  thereby  undermining  the  credibility  of  US  trade  negotiation 
initiatives.  It  also  takes  the  President's  close  trade  advisor  out  of  his  or  her  current  role  as  White 
House  trade  coordinator  but  creates  an  unclear  status  v«th  regard  to  the  importance  and  relation  of 
this  individual  to  the  other  Secretaries  of  Departments.  He  or  she  would  not  hold  the  rank  of 
secretary.  Rather,  he  or  she  would  continue  to  hold  the  rank  of  ambassador.  This  creates  a  degree 
of  ambiguity  as  to  the  importance  of  this  new  line  agency.  Finally,  it  is  unclear  how  the  current 
US&FCS  would  fare  if  it  were  made  into  a  Government  corporation.  Importantly,  the  new 
Commercial  Service  should  not  be  put  directly  under  USTR,  because  such  a  move  could  change  its 
mission  from  trade  promotion  to  trade  information  gathering,  or  certainly  confiise  these  two 
frinctions  to  the  detriment  of  both. 

Option  Two 
The  Department  of  Trade 

This  idea  benefits  from  its  simplicity  and  the  fact  that  there  would  be  little  or  no 
disruption  of  the  current  Commerce  trade  functions,  because  this  approach  simply  severs  the  current 
ITA  and  BXA  from  the  rest  of  the  Commerce  Department  and  spins-offthe  non-trade  functions  to 
various  other  departments  of  the  Federal  Govenmient.  This  approach  would  then  rename  what  is 
left  of  the  old  Department  of  Commerce  as  the  Department  of  Trade,  leaving  the  Commerce/USTR 
relationship  exactly  as  it  is  today.  Its  supporters  argue  that  the  Secretary  of  the  new,  slimmed-down 
Commerce  -  renamed  the  Trade  Secretary  -  would  no  longer  have  to  concern  him  or  herself  with 
non-trade  issues,  a  subtle  but  important  improvement  in  the  administration  of  trade  and  a  new  focus 
on  its  importance  to  the  economy. 
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Comments 


There  is  a  problem  with  this  option  if  the  major  objective  is  to  eliminate  a  cabinet- 
level  department,  because  within  the  "dismantlement"  scenario  once  the  Commerce  Department  is 
eliminated  there  could  be  no  new  department  created  to  replace  it.  If  that  remains  the  operative 
principle,  then  the  new  trade  department  could  not  have  cabinet  status.  In  such  a  scenario,  the 
"department"  would  become  a  "trade  office."  However,  both  symbolically,  and  in  terms  of  its 
relationship  to  other  departments,  this  would  be  a  significant  disadvantage  to  this  option.  Business 
and  trade  would  no  longer  have  cabinet  representation,  except  through  the  USTR.  To  add  to  this 
ambiguity,  what  would  be  the  relation  of  this  new  sub-cabinet  office  to  the  cabinet-rank  USTR?  It 
is  hard  to  imagine  this  option  working  if  the  new  "trade  office"  is  not  made  into  a  "Trade 
Department." 

First  Variation  on  the  Two  Above  Options 

A  variation  that  could  be  added  to  either  of  these  two  structures  would  be  to  enhance 
the  "Bureau  of  Trade  Administration"  by  adding  the  Munitions  List  licensing  responsibilities  of  the 
State  Department  and  also  both  Munitions  List  and  dual-use  review  functions  of  the  Defense 
Department  and  the  Energy  Department,  as  well  as  the  sanctions  licensing  fiinctions  of  Treasury, 
into  a  new  Office  of  Strategic  Trade.  This  would  be  based  on  bills  introduced  in  the  1980s  by 
Senators  Jake  Gam  and  John  Heinz.  It  would  have  the  advantage  of  consoUdating  the  duplicative 
fimctions  of  licensing  now  carried  out  by  three  separate  agencies  (Commerce's  BXA,  the  State 
Department's  Office  of  Defense  Trade  -  ODT,  and  Treasury's  Office  of  Foreign  Asset  Control  - 
OF  AC)  under  one  regulator  who  could  coordinate  policy  and  eliminate  the  current  interagency 
battles.  It  would  also  eliminate  the  time-consuming  reviews  of  two  additional  agencies.  Defense  and 
Energy,  whose  experts  could  be  reassigned  to  the  new  agency  licensing  office.  Such  an  office  could 
eliminate  hundreds  of  duplicative  bureaucrats  and  their  functions,  wWch  are  currently  spread  across 
five  separate  departments,  each  one  issuing  licenses  or  undertaking  license  reviews,  in  its  own 
peculiar  way.  It  would  eliminate  the  absurdity  of  exporters  having  to  deal  with  "dueling  engineers," 
each  putting  forward  his  own  agency's  interpretation  of  the  specifications  of  a  proposed  export, 
unable  to  come  to  a  final  conclusion  with  regard  to  whether  a  license  ought  to  be  approved  or  not. 

On  the  grounds  of  pure  efficiency,  which  is  why  the  original  proposal  to  dismantle 
the  Commerce  Department  was  put  forward,  this  option  obviously  makes  a  great  deal  of  sense. 
Nonetheless,  as  a  former  Under  Secretary  of  Commerce,  I,  as  much  as  anyone,  am  aware  of  the 
strong  constituencies  for  the  licensing  and  review  operations  diat  I  have  proposed  for  consolidation 
into  the  successor  to  the  trade  and  export  control  operations  of  the  Commerce  Department.  Indeed, 
Congressman  Chrysler's  bill  would  consolidate  Commerce  licensing  operations  by  sending  them  to 
the  State  Department,  while  Senator  Abraham's  bill  would  send  those  fimctions  to  the  Defense 
Department.  I  would  argue,  however,  that  this  year  alone  we  will  see  approximately  70,000  export 
Hcenses  processed  outside  the  Commerce  Department,  at  the  State  and  Treasury  Departments,  and 
if  there  ever  were  a  case  of  bureaucratic  and  regulatory  sprawl  and  confusion,  it  would  be  the  ciment 
export  licensing  maze  that  our  nation's  exporters  are  forced  to  confront. 

DC0I:739«5.I  -5- 


107 


With  failure  to  pass  any  new  export  administration  authorizing  legislation  since  1 988, 
a  time  when  the  Berlin  Wall  still  stood  and  the  Iran-Iraq  War  still  raged,  this  has  been  a  neglected 
area  of  regulatory  reform.  While  the  Bureau  of  Export  Administration  has  shown  a  recognition  of 
the  post-Cold  War  world  in  which  our  nation's  high  technology  industries  must  operate,  by 
significantly  reducing  and  revising  its  control  and  target  country  lists,  new  embargoes  and  new 
responsibilities  have  added  layers  of  new  regulations  at  the  other  agencies  responsible  for  export 
controls.  The  result  is  a  labyrinth  of  export  control  regulations  through  which  an  exporter  must 
navigate  before  he  feels  comfortable  in  shipping  his  goods  or  services  out  of  the  country.  If  your 
purpose  is  to  provide  government  efficiency  and  to  trim  the  size  of  government,  certainly  it  would 
make  sense  to  consider  consolidating  these  licensing  functions.  Licensing  officers  and  technical 
experts  from  Commerce,  State,  Defense,  Energy  and  Treasury  could  be  brought  over  to  the  new 
operation. 

There  is  an  important  variation,  however,  from  the  original  legislation  proposed  by 
Senators  Heinz  and  Gam.  That  variation  would  be  that,  under  this  structure,  policy-making  would 
remain  an  inter-agency  process,  just  as  it  is  today.  Policy  setting  and  review  fiinctions  would  remain 
with  the  respective  departments  where  they  now  reside.  This  having  been  firmly  established,  there 
is  still  no  reason  why  licence  processing  and  expert  information  about  the  relevant  export  regulations 
could  not  be  put  into  one  agency,  to  create  a  one-stop  shop  for  American  exporters.  Currently,  many 
exporters  do  not  even  know  which  regulatory  agency  has  jurisdiction  over  their  proposed  export. 
This  is  both  unfair  and  unacceptable  when  one  realizes  that  there  are  criminal  penalties  for  non- 
compliance wdth  our  export  confrol  laws  and  embargoes.  The  proposed  Commerce 
reorganization/dismantiement  legislation  is  a  golden  opportunity  to  make  this  much-needed  reform 
and  consolidation.  Of  course,  this  same  reorganization  could  occur  if  the  Commerce  Department 
were  not  dismantied.  The  Office  of  Strategic  Trade  could  replace  the  current  Bureau  of  Export 
Administration,  either  within  the  Commerce  Department  or  within  an  independent  agency  structure. 

Second  Vgriation  on  the  Above  Options 

One  of  the  most  widely  used  techniques  of  shutting  U.S.  goods  or  services  out  of 
foreign  markets  is  the  device  of  setting  standards  in  such  a  way  as  to  favor  home  country  goods  or 
services  over  comparable  U.S.  goods  or  services.  The  Commerce  Department  already  has  a  valuable 
asset  for  dealing  with  these  foreign  trade  barriers.  The  National  Institute  of  Standards  and 
Technology  ("NIST')  is  a  worid-renowned  calibration  laboratory.  All  its  foreign  counterpart 
standards  laboratories  are  under  the  direct  control  of  the  respective  governments.  Thus,  if  NIST 
were  privatized,  as  suggested  in  the  Chrysler  and  Abraham  bills,  it  would  put  U.S.  industry  at  a 
significant  disadvantage  in  negotiating  standards-related  trade  barriers. 

In  addition,  it  is  not  well  known  that  NIST  frequently  assists  U.S.  companies  in 
solving  metrology  problems.  As  a  rule,  companies  are  charged  for  this  assistance.  While 
privatization  of  this  activity  might  create  a  short-term  profit,  it  would  cause  a  long-term  detriment 
to  research  and  development  in  our  nation.  Why  risk  undermining  a  highly  successfiil  tool  for  high 
technology  competitiveness?  NIST  is  a  critical  part  of  our  nation's  industrial  and  trade  arsenal  and. 
hence,  ought  to  be  a  part  of  any  slimmed-down  Commerce  Department  or  successor  trade  agency. 

Conclusion 

Mr.  Chairman,  members  of  the  Committee,  these  are  some  of  my  thoughts  on  how 
best  to  organize  the  trade,  export  control,  and  technology  fimctions  of  the  Commerce  Department. 
I  hope  that  they  will  be  hclpfiil  to  the  Committee's  deliberations.  There  are  obviously  better  ways 
to  organize  our  government's  trade,  technology,  and  export  control  fimctions.  But,  as  I  pointed  out, 
each  of  the  options  has  its  problems  and  pitfalls.  Therefore,  given  the  absolutely  critical  nature  of 
these  fiinctions  to  our  nation's  international  competitiveness  and  national  security,  1  would  urge 
caution  and  carefiil  deliberation  as  you  consider  the  legislation  before  this  Committee. 

-6- 
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Thank  you  Mr.  Chairman  for  the  opportunity  to  testify  before  your  committee.  My 
name  is  Raymond  Garcia  and  I  am  Vice  President  -  Public  Policy  &  Governmental  Affairs  of 
Rockwell  International.    Rockwell  is  a  diversified,  high-technology  company  holding 
leadership  market  positions  in  automation,  avionics,  aerospace,  defense  electronics, 
telecommunications,  automotive  components  systems  and  graphic  systems,  with  aimual 
worldwide  sales  of  nearly  $13  billion. 

I  am  here  today  on  behalf  of  the  Electronic  Industries  Association  (EIA)  and  the 
Telecommunications  Industry  Association  (TIA)  to  comment  upon  proposals  to  dismantle  the 
Department  of  Commerce.    They  would  eliminate  some  of  the  Department's  trade  functions 
and  would  move  others  to  different  governmental  agencies. 

EIA  and  TIA  fully  support  efforts  to  reduce  the  federal  budget  deficit,  to  streamline 
government  and  reduce  wasteful  spending.    Importantly,  our  industry  is  prepared  to  do  its 
part  in  that  regard.    We  are  concerned,  however,  that  in  the  drive  to  reduce  spending, 
government  services  critical  to  job  expansion  and  the  vitality  of  the  U.S.  economy  could  be 
discarded  without  sufficient  thought  or  consideration.    In  particular,  the  proposals  to 
dismantle  the  Department  of  Commerce  have  elements  that  could  negatively  affect  the  trade 
advocacy,  negotiation,  promotion,  analysis  and  regulatory  functions  that  are  essential  to  our 
industry.    The  elimination  or  downgrading  of  certain  targeted  operations  could  impair  the 
competitiveness  of  U.S.  industry  and  result  in  job  losses  and  other  economic  costs  that  far 
outweigh  any  immediate  budgetary  savings. 

For  example,  many  of  the  services  of  the  International  Trade  Administration  (ITA) 
help  firms  of  all  sizes  to  be  competitive  in  foreign  markets.    The  United  States  Commercial 
Service  (USCS)  represents  American  industry  abroad  at  many  U.S.  embassies.    Traditionally, 
commercial  officers  supply  useful  market  information,  entry  strategy  advice,  advocacy 
support,  information  on  agents  and  distributors  and  other  specific  services  that  help  EIA  and 
TIA  members  increase  their  exports  abroad.    The  domestic  component  of  the  USCS  also 
provides  valuable  assistance  —  mainly  to  small-  and  medium-sized  exporters.    Its  local  offices 
give  guidance  to  companies  on  how  to  export  and  where  their  products  are  the  most 


2500  Wilson  Boulevard  •  Arlington.  Virgima  22201-3834  •  (703)  907-7500  •  FAX  (703)  907-7501 


109 


marketable. 


ITA's  International  Economic  Policy  (lEP)  office  provides  critical  information  and 
analysis  on  trade  potential  for  U.S.  products  in  specific  regions  and  countries.    It  shares  this 
information  and  analyses  with  the  United  States  Trade  Representative  (USTR),  which  relies 
on  them  in  their  negotiations. 

The  Trade  Development  Office  includes  the  Advocacy  Center  as  well  as  industry 
specific  desks  that  keep  up  with  industry  developments  here  and  abroad.    Particularly  helpfiil 
to  our  members  are  the  services  of  the  Offices  of  Aerospace,  Computers  and  Business 
Equipment,  Micro-Electronics,  Medical  Equipment  and  Instrumentation,  and 
Telecommunications.    They  organize  many  of  the  trade  promotion  fimctions  that  help  us  sell 
our  products  overseas  and  they,  too,  contribute  essential  information  to  U.S.  international 
trade  negotiators. 

The  Import  Administration  enforces  U.S.  antidumping  and  countervailing  duty  laws. 
This  agency  is  an  important  part  of  the  efforts  to  prevent  foreign  competitors  from 
subsidizing  and  dumping  their  products  on  the  U.S.  market. 

Finally,  there  are  other  parts  of  the  Department  of  Commerce  that  contain  valuable 
functions  that  contribute  to  the  expansion  of  U.S.  electronics  and  telecommunications 
exports,  including  elements  of  the  National  Telecommunications  and  Information 
Administration  and  the  National  Institute  of  Standards  and  Technology. 

Over  the  past  several  years,  the  U.S.  electronics  industry  has  significantly  increased 
its  sales  domestically  and  internationally.  In  1994,  overall  U.S.  factory  sales  were  at  $300 
billion,  an  increase  of  11.7%  from  the  year  before.  Internationally,  U.S.  electronics  exports 
totaled  $102  billion,  an  increase  of  ahnost  20%  from  the  previous  year.  What  do  these 
figures  mean?  They  mean  that  our  industry  is  growing  and  more  importanUy  it  is  growing 
internationally.  Consequently,  the  activities  of  our  government  in  promoting  these  exports 
have  become  increasingly  important  to  us. 

Because  U.S.  industry  makes  such  a  significant  contribution  to  the  nation's 
international  commerce,  we  believe  that  there  needs  to  be  a  strong,  independent  cabinet-level 
voice  for  industry  in  the  government  strucwre.    Such  advocacy,  now  effectively  housed  in 
the  Department  of  Commerce,  is  invaluable  in  ensuring  that  commercial  interests,  along  with 
national  security  and  political  concerns,  are  appropriately  factored  into  the  U.S. 
government's  decision-making  process  ~  particularly  at  the  highest  level. 

Similarly,  it  is  critical  that  U.S.  industry  continue  to  have  a  strong,  dedicated 
advocate  for  its  commercial  interests  abroad.    The  trade  advocacy,  analysis  and  promotion 
activities  that  the  Department  of  Commerce  now  performs  are  essential  for  U.S.  companies 
facing  competitors  who  benefit  from  such  assistance  from  their  governments.    In  fact,  much 
of  our  government's  recent  trade  activity  has  involved  discussions  with  foreign  governments 
-  at  cabinet  and  even  the  head  of  state  levels  ~  to  encourage  them  to  purchase  more 
American  products. 
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Furthermore,  responsibility  for  export  licensing  and  enforcement  of  dual-use 
commercial  commodities  should  remain  within  an  organization  that  supports  U.S.  industry 
and  encourages  U.S.  overseas  business.    Some  legislative  proposals  would  transfer  those 
functions  now  performed  by  the  Bureau  of  Export  Administration  to  other  governmental 
departments.  Agencies,  such  as  the  State  and  Defense  Departments,  have  vastly  different  and 
incompatible  missions  from  that  of  BXA.    The  State  Department,  for  example,  controls  the 
export  of  defense  articles,  because  such  exports  are  deemed  to  be  elements  of  U.S.  foreign 
policy.    In  this  case,  subjecting  normal  U.S.  exports  of  non-military  items  to  foreign  policy 
sanctions  would  be  an  unacceptable  and  unjustified  detriment  to  vital  U.S.  industry  and 
economic  interests.    Accordingly,  BXA  functions  must  be  retained  in  an  agency  that 
understands  the  post-Cold  War  reality  that  U.S.  interests  are  as  often  tied  to  economics  as  to 
military  or  political  concerns. 

Finally,  the  Congress  acted  wisely  when  it  mandated  the  establishment  of  a  Trade 
Promotion  Coordinating  Committee.    It  has  worked  exceptionally  well  and  should  be 
continued  in  any  successor  trade  agency  to  the  Department  of  Commerce. 

EIA  and  TIA  recognize  the  challenge  policymakers  face  in  their  efforts  to  reduce 
govenmient  spending  and  ensure  that  critical  governmental  functions  are  performed 
effectively  and  efficiently.    The  coherent  administration  of  the  government's  trade  activities 
in  one  cabinet-level  agency  is  essential,  if  American  high-tech  firms  are  to  compete 
successfully  with  foreign  competitors  significantly  supported  by  their  governments. 

We  thank  you  for  the  oppormnity  to  comment  upon  these  matters. 
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Mr.  Chairman  and  members  of  the  Committee,  my  name  is  Howard  Lewis  III.  I  am  Vice 
President  for  Trade  and  Technology  at  the  National  Association  of  Manufacturers  (NAM). 

We  appreciate  the  invitation  to  testify  in  today's  hearings  on  the  Department  of 
Commerce.  I  am  obviously  discussing  this  matter  against  the  backdrop  of  proposals  to  dismantie 
the  Commerce  Department  altogether  —  eliminating  a  few  of  its  functions  and  moving  the  rest 
to  other  government  agencies.  This  would  have  enormous  implications  for  U.S.  trade  and 
export  policy,  which  is  the  subject  I  would  like  to  address  in  my  testimony. 

U.S.  industry  has  a  major  stake  in  anything  that  is  done  to  change  the  trade  and  export 
functions  now  carried  out  by  Commerce.  No  other  part  of  the  U.S.  economy  is  as  affected  by 
trade  flows  as  the  manufacturing  sector.  Nearly  84  percent  of  U.S.  merchandise  exports  and 
84  percent  of  merchandise  imports  are  manufactured  products. 

I  would  like  to  call  the  Committee's  attention  to  a  new  report,  Why  Exports  Really 
Matter!,  published  by  the  Institute  for  International  Economics  and  The  Manufacturing  Institute, 
an  educational  and  research  affiliate  of  the  NAM.  The  report  shows  that  exporters  and  their 
workers  are  far  better  off  than  non-exporters  across  a  broad  range  of  criteria: 

•  workers  in  exporting  plants  on  average  earn  15  percent  more,  but  in  some  cases 
thi^  difference  is  as  much  as  25  percent; 

•  benefit  levels  are  between  25  percent  and  45  percent  higher; 

•  exporting  plants  are  30  to  50  percent  more  productive  than  non-exporting  plants; 
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•  out  of  a  list  of  15  modem  manufacturing  technologies,  exporters  employ  40 
percent  more  of  these  in  their  plants;  and 

•  failure  rates  in  exporting  plants  may  be  30  percent  less. 

That's  not  all.  These  benefits  seem  to  show  up  once  a  firm  makes  a  commitment  to 
exporting,  not  after  it  reaches  a  certain  level  (or  intensity)  of  exporting.  And  the  benefits  show 
up  across  the  board  in  small  companies  as  well  as  large.  Benefits  of  exporting  don't  just  go  to 
the  big,  multinational  firms. 

A  copy  of  this  report  was  sent  to  every  member  of  Congress  the  week  before  last.  I 
would  like  to  submit  a  copy  for  the  record  of  today's  hearings. 

This  leads  me  back  to  the  subject  of  my  testimony  ~  the  trade  and  export  functions  of 
Commerce.  The  NAM's  position  on  this  matter  can  be  stated  succinctly:  We  believe  that  the 
core  elements  of  Commerce's  trade  and  export  functions  should  remain  together  under  the 
leadership  of  a  Cabinet  rank  official. 

Until  recently,  the  House  was  primarily  focused  on  H.R.  1756,  The  Department  of 
Commerce  Dismantling  Act,  which  heads  in  the  opposite  direction  from  our  recommendation. 
This  legislation  would  move  Commerce's  trade  and  export  functions  to  at  least  five  different 
agencies  and  eliminate  some  functions  that  we  can't  afford  to  lose. 

Alternative  legislation  to  H.R.  1756  has  been  introduced  in  the  House.  This  legislation 
is  in  line  with  the  NAM  approach  I  have  just  mentioned.  We  need  to  review  this  new  legislation 
with  our  members  before  taking  a  formal  position  on  it,  but  here  is  what  we  will  be  looking  at 
in  any  plan: 

•         First,  we  must  preserve  the  ability  of  the  U.S.  to  participate  in  international  trade 
negotiations. 

Roughly  40-45  percent  of  the  work  done  by  Commerce's  International  Trade 
Administration  (TTA)  outside  of  trade  law  implementation  goes  to  conducting  international 
negotiations  or  supporting  the  United  States  Trade  Representative  (USTR)  in  such  negotiations. 
The  importance  of  this  ITA  work  seems  to  be  more  widely  recognized  among  Members  of 
Congress  than  it  was  a  few  weeks  ago. 

ITA,  however,  is  not  the  only  part  of  Commerce  to  play  an  important  role  in 
international  negotiations.  The  National  Institute  for  Standards  and  Technology  (NIST)  assumes 
a  similar  role  in  the  area  of  international  standards  which  is  one  of  the  most  important  non-tariff 
barriers  confronting  U.S.  companies  today.  H.R.  1756  would  eliminate  NIST  capabilities  in  this 
field. 

The  NAM  believes  that  ITA  and  NIST  functions  that  are  critical  to  the  ability  to  carry 
out  international  negotiations  must  be  maintained. 
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•  Second,  we  need  to  make  sure  that  U.S.  trade  laws  are  effectively  implemented. 

Any  reorganization  plan  involving  the  administration  of  U.S.  import  laws  will  have  major 
policy  consequences.  One  alternative  under  consideration  is  to  move  import  law  administration 
to  the  USTR.  It  is  not  clear  to  us  how  the  300-person  import  administration  could  be  moved 
into  the  180-person  USTR  without  completely  transforming  the  USTR  from  a  presidential  trade 
staff  into  a  line  agency.  Nor  is  it  clear  how  a  clear  line  of  demarcation  between  trade  policy 
negotiations  and  trade  law  administration  will  be  maintained  under  such  a  plan. 

•  Third,  we  need  to  make  sure  that  the  export  control  system  governing  U.S.  commercial 
exports  functions  properly. 

It  is  important  to  remember  that  no  commercial  export  leaves  this  country  without  a 
license  (general  or  validated).  The  NAM  cannot  support  any  plan  that  turns  control  of  licensing 
of  commercial  products  over  to  departments  such  as  State  or  Defense.  This  function  must 
remain  within  a  department  that  is  primarily  responsible  for  trade,  export  policies  and  the 
competitiveness  of  American  firms. 

Reform  of  the  current  export  control  system  is  badly  needed  (see  attached  chart)  and  long 
overdue.  This  Committee  has  before  it  legislation  (H.R.  361)  which  we  believe  can  serve  as 
the  basis  for  achieving  this  necessary  reform.    We  hope  that  it  is  acted  upon. 

•  Fourth,  we  need  to  pay  attention  to  providing  appropriate  support  to  U.S.  exporters. 

Though  functionally  the  job  of  export  promotion  is  different  from  the  job  of  trade 
negotiation,  they  both  depend  on  a  cadre  of  experts  who  know  the  strengths  of  U.S.  business 
and  who  are  familiar  with  the  diplomatic  issues  and  commercial  opportunities  faced  by  U.S. 
business  around  the  world.  Commerce  today  is  the  principal  source  of  this  type  of  expertise, 
which  we  cannot  afford  to  lose. 

The  U.S.  provides  the  lowest  level  of  support  in  this  area  of  any  of  the  major  industrial 
nations.  Attached  to  my  testimony  is  some  comparative  data  on  this  subject  taken  from  last 
year's  Trade  Promotion  Coordinating  Committee  report,  National  Export  Strategy. 

Before  closing,  I  would  like  to  comment  briefly  on  the  current  system  of  private  sector 
advisory  committees  on  trade  and  export  matters  that  are  run  by  Commerce.  Congress  created 
this  system  in  1974  to  ensure  systematic  private  sector  input  for  U.S.  trade  negotiations  rather 
than  the  ad  hoc  approach  that  existed  before  that  time.  It  has  worked  well  and  at  virtually  no 
cost.    We  believe  it  should  be  retained. 

Mr.  Chairman,  this  concludes  my  testimony.  I  would  be  glad  to  answer  any  questions. 
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Appendix  7 

Examples  of  Competitor-Nation 
Trade  Promotion  Spending 

Non-Agricultural  Export  Assistance  Services 

To  measure  the  magnitude  of  competitor  export-promotion  efforts  in  export  assistance  services,  resource 
commitments  were  derived  from  agency  submissions.  These  activities  include  export-awareness  programs, 
counseling,  information  products,  trade  missions,  and  trade  shows.  These  numbers  are  designed  specifically  to 
retlect  the  expon-assistance  expenditures  of  the  Commerce  Departmenl's, International  Trade  Administration. 

Non-Agricultural  Export  Assistance  Services  of  Major  Competitor  Countries 


Country 

1992  Budget 
($  millions) 

1992  Exports 

($  billions)' 

GDP 

($billions) 

Budget  per 

Billion  $  of 

Exports 

Budget  per 

$1,000  of 

GDP 

Canada 

61,2 

1344 

594 

0.455 

0  10 

France 

239.0 

235.9 

1,322 

1.013 

0.18 

Germany 

83.9 

422.3 

1,928 

0.199 

0.04 

Italy 

71  2 

178.2 

1,222 

0.400 

0.06 

Japan 

94.3 

339.9 

3.672 

0.277 

0.03 

US 

149  4 

448.2 

5,951 

0.333 

0.03 

U.K. 

285.7 

190.0 

1.008 

1.504 

0.28 

I 


Despite  the  pre-existing  international  focus  of  firms  in  these  countries  vis-a-vis  the  United  States,  many  of  our 
competitors  have  consistently  out-spent  the  United  States  in  these  activities  by  some  measure.  In  addition, 
anecdotal  evidence  supports  the  notion  that  several  competitor  nations  have  stronger  trade  infrastrucmres  than  the 
United  States,  allowing  these  countries  to  rely  on  the  private  sector  for  trade  promotion  support,  as  well.  For 
example,  most  trade  promotion  activity  in  German)'  is  handled  by  the  private,  or  quasi-private,  German  Chambers 
of  Commerce,  while  for  Japan,  the  Japan  External  trade  Organization  (JETRO)  estimates  that  a  large  portion  of  its 
trade-promotion  expenditures  support  imports.  However,  it  is  important  to  remember  that  the  line  between  export- 
and  import-promotion  is  often  ambiguous,  and  the  know-how.  information,  strategies,  and  networks  employed  in 
promoting  imports  can  be  easily  redeployed  to  promote  exports.  At  the  same  time,  it  must  be  noted  that  scaling  the 
trade  promotion  spending  of  a  nation  relative  to  its  own  exports  or  its  own  GDP  is  not  necessarily  the  best  indicator 
of  the  magnitude  of  any  trade  promotion  program.  Rather,  those  efforts  should  be  measured  against  the  sizes  of  their 
target  markets  —  which  would  be  an  even  more  difficult  comparison  to  make. 

Combating  Foreign  Agricultural  Subsidies 

A  large  portion  of  funds  spent  by  the  U.S.  on  trade  promotion  programs  for  agriculture  were  initially  instituted  to 
counter  or  offset  foreign  unfair  trade  practices.  Agriculture  traditionally  has  been  one  of  the  most  protected  sectors 
in  world  trade,  in  part  due  to  the  lack  of  effective  General  Agreement  on  Tariffs  and  Trade  discipline  on  agricultural 
trade  for  the  past  45  years.  As  a  result,  trade  barriers  in  the  agriculnjral  sector  usually  have  been  of  a  greater  scope 
and  variety  than  those  faced  by  other  sectors. 


'Eioort  data  am  tnyn  Itie  Intemalional  Monelery  Fund^  tnWmdlinniil  Fmnncml  SIBliitlcs.  June.  1994 
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When  U.S.  agricultural  export  volume  declined  by  almost  30  percent  and  U.S.  agricultural  exports  lost  15 
percentage  points  in  world  market  share  between  1981  and  1985.  the  Executive  Branch  and  Congress  responded 
by  expanding  expon  programs  for  U.S.  agriculture.  Programs  such  as  the  Export  Enhancement  Program  (EEP)  and 
the  Market  Promotion  Program  (MPP)  were  instituted  by  Congressional  mandate  to  enable  U.S.  agricultural 
exporters  to  counter  foreign  subsidies,  help  break  down  foreign  market  barriers,  and  avoid  further  foreign  market 
losses. 

While  numerous  countries  have  agricultural  export  subsidy  programs,  the  majoritj-  of  U.S.  export  promotion 
programs  were  instituted  to  combat  expon  subsidies  of  the  European  Union  (EU).  The  EU  has  been  spending  over 
$12  billion  annually  to  subsidize  the  export  of  its  farm  products,  such  as  grains,  milk  products,  sugar,  and  meats. 
However,  with  the  conclusion  of  the  Uruguay  Round  of  the  GATT,  this  level  of  EU  agricultural  export  subsidies 
will  be  gradually  reduced  to  $7  billion  by  the  sixth  year  of  the  agreement,  while  U.S.  spending  on  similar  subsidies 
will  fall  from  $1.2  billion  to  $600  million. 


EU  Subsidized  Exports  Under  the  Uruguay  Round  Agreement' 


The  opening  of  new  food  product  markets  that  will  result  from  the  successful  completion  of  the  Uruguay  Round, 
however,  will  intensify  competition  for  established  and  newly  emerging  markets.  Export  promotion  programs, 
unlike  export  subsidies,  are  not  restricted  under  the  GATT  agreement.  As  such,  these  programs  probably  will  be 
increasingly  employed  by  agricultural  exporting  nations  to  expand  their  exports.  Already,  the  EU  countries 
enhance  the  competitiveness  of  their  products  by  supporting  or  carrying  out  additional  market-promotion  type 
activities.  Canada,  Australia,  and  New  Zealand  rely  more  heavily  on  commodity  marketing  boards  (government- 
sanctioned  monopolies)  to  compete  in  worid  markets  and  carry  out  market-development  activities. 

Recent  expenditures  on  market  promotion  type  activities  for  agricultural  product  exports  by  1 1  major  agricultural 
exporting  nations  total  approximately  $500  million  annually.  These  are  expenditures  by  competitor  nations  that  are 
similar  to  USDA's  Foreign  Market  Development  and  Market  Promotion  Program.  Specific  country  expenditures 
include  Denmaric  ($22  million),  France  ($75  million),  Germany  ($44  million),  Netheriands  ($64  million),  Spain 
($45  million),  Australia  ($95  million),  and  New  Zealand  ($104  million). 
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Feasibility  Studies 

In  the  areaoffeasibilitysmdies,  the  TDAhasundertakenareviewofthe  feasibility  smdies  supported 

S^^^seS  ievlfst^pon  they  provide  for  this  typeoftndepromotbn.F^^ 

m  the  ICP,  which  has  a  1 994  budget  of  approximately  CDN$72  m.lhon  (approximately  US.  ^^^  'nilhon)^  The  ICP 

estimates  that  roughly  half  ofthis  budget  goes  to  feasibihtysmdies.  For  Japan,  the  Japan^^^^^^ 

Agency  (JICA)  produces  feasibility  studies  that  are  comparable  to  those  produced  by  TDA.  The  JICA  had  a  budget 

of  31,795  million  yen  (approximately  U.S.  $308  million)  in  1993. 

Funding  for  Feasibility  Studies 


Country 


Entity 


Expenditures  on 

Feaeibllity  Studies 

($  million) 


1992  Exports 
(S  bllllonsl 


Feasibility  Study 

Budget  per  $ 
billions  of  exports 


Canada 

Japan 

U.S 


ICP 
JICA 
TDA 


26 

308 

31 


1344 
339.9 
448.2 


$0,193 
$0,906 
$0,070 


Financing  U.S.  Trade  and  Investment 

The  difficulties  in  makina  consistent  comparisons  across  competitor-nation  trade  promotion  efforts  are  no  more 
evident  than  in  an  examination  of  foreign  trade  fmance  support.  Usually,  foreign  programs  similar  to  those  of  Ex- 
Im  Bank  are  provided  through  a  combination  of  organizations,  with  many  of  these  organizauons  Perfo™"g 
functions  outside  Ex-lm  Bank's  purview  and  in  some  circumstances  straddling  the  line  between  public  and  private 
operations. 

Official  Export  Credit  as  a  Percentage  of  National  Exports' 


-  ■-.-LJU.k 


i 


Country 


Agency 


1990 


1991 


1992 


1993 


Agency 


U.S. 

Canada' 

France 

Germany 

Italy 

Japan' 

U.K.* 


Ex-lm  Bank 

EDC 

COFACE 

Hermes 

SACE 

EID/MITI 

ECGD 


3% 
4% 
20% 
4% 
8% 
38% 
18% 


3% 
3% 
18% 
6% 
10% 
35% 
18% 


3% 

4% 
17% 

6% 
10% 
44% 

3% 


3% 
4% 

20% 
6% 
3% 

37% 
5% 


3% 
4% 
19% 
6% 
8% 
39% 
11% 


J 


s  Dusmesa  is  not  tignihcanl:  nowavtr  CanaOian  ratios 


'From  country  nponmgvn  the  B«ma  Union  n^.^.  ,_,„/»,,,, 

MM2  «H«  «M  «9«m.  tor  C««<.  .xc-«*  n.f«,*  m«a.s/ fCa^Ktt  >>c««n«  ™»««««5  r»>.  «W«^^ 

may  be  slighlly  low  m  me  ataenc*  ol  this  business  pin/V/r/  that  mikt  be  msureO  by  the  pmaia  sector  m  other  countnes 

'Petcentates  are  h,9Mya,t^l,,ltU,e  to  a, .r^po,t«>no,shor,-tem,bu,«<assl^iamr^^ 

WK  percentages  tor  1992  ana  1»U.,,art,f.c«Uly  low  ,ioceraaw,rahC,,i^ 

line  with  previous  yeaia  or  even  higher 
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The  German  system  highlights  the  difficulties  this  creates  in  comparing  resource  levels.  Export  and  foreign- 
investment  insurance  is  provided  by  a  consortium  consisting  of  a  private  company  (Hermes  Kreditversicherungs 
AG)  and  a  quasi-public  institution  (Treuarbeit  AG).  While  Hermes  provides  export-credit  insurance  on  behalf  of 
the  German  government,  most  insurance  coverage  is  extended  on  a  profit-making  basis.  When  official  financing 
is  provided,  the  vehicle  for  this  support  is  the  Kreditanstalt  fiir  Wiederaufbau  (KfW),  which  may  provide 
government-subsidized  credits  in  combination  with  Hermes  insurance  coverage.  KfW,  like  Hermes,  operates  in 
both  the  public  and  pn\ate  domains.  Tied-aid  suppon  is  provided  under  the  direction  of  the  Ministry  for  Economic 
Cooperation  (BMZ)  through  KfW  and  Hermes.  In  sum,  these  German  organizations:  1 )  share  responsibilities  that 
are  equivalent  to  those  of  Ex-Im  Bank.  2)  perform  functions  that  are  completeh  outside  Ex-lm  Bank's  mission,  and 
3)  operate  in  both  the  public  and  private  domains.  The  degree  of  difference  between  the  German  system  and  the 
United  States  is  representative  of  our  relationship  relative  to  most  of  our  competitors. 

Since  there  is  no  clear  one-to-one  relationship  between  Ex-Im  Bank  and  the  foreign  organizations  that  provide 
equivalent  support,  it  is  difficult  to  produce  an  accurate  and  explicit  comparison  from  available  data.  However, 
several  measures  provide  an  idea  of  the  magnitude  of  export-credit  support  among  G-7  counoies.  The  table  shows 
the  value  of  export  credit  provided  by  G-7  governments  as  a  percentage  of  national  exports.  While  it  is  impossible 
to  draw  a  direct  relationship  between  the  amount  of  export  finance  and  exports  in  a  given  year  due  to  time  lags, 
aggregate  numbers  averaged  over  several  years  should  provide  an  idea  of  these  programs'  magnitude. 
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Foreword 


The  idea  behind  this  report  is  simple.  While  everyone  agrees  that  exports  are  desirable  and  important  to  U.S. 
competitiveness,  there  is  surprisingly  httle  information  available  on  the  actual  performance  and  structure  of  exporting 
firms.  Even  less  information  is  available  on  workers  in  exporting  firms  and  whether  they  fare  better  than  other 
workers,  and  on  the  supphers,  distributors  and  communities  on  which  exporters  depend. 

If  exporters  are  winners,  are  there  distinctive  traits  that  make  them  so?  Are  there  recognizable  difierences  in 
corporate  operations  between  the  exporter  and  the  non-exporter?   If  so,  where  do  these  differences  show  up?   On 
the  shop  floor?   In  wage  levels?   Return  on  investment?  Technology  use?   Survival  rate?   Size?   Productivity? 

Equally  important  is  what  do  the  answers  to  these  questions  mean  for  the  overall  economy  —  and  to  typical 
Americans,  whether  or  not  they  work  for  exporting  firms? 

Some  work  in  this  area  can  be  found  in  the  academic  community  and  think  tanks,  but  it  is  hardly  in  the  main- 
stream of  the  public-policy  debate.  Our  goal  in  this  report  has  been  to  summarize  current  knowledge  about  these 
subjects  and  to  get  the  information  into  the  mainstream  of  the  debate  over  trade  and  export  poUcies. 

Our  current  knowledge  allows  us  only  to  scratch  the  surface  in  terms  of  answering  some  of  the  questions 
raised  above.   Furthermore,  in  writing  this  report,  other  questiotis  have  arisen,  all  of  which  we  hope  to  explore  in 
fiirther  research. 

This  report  is  pan  of  the  Institute  for  International  Economics'  ongoing  effort  to  examine  U.S.  exports  and  export 
policies.  The  work  has  been  supported  by  The  Manufacturing  Institute,  the  educational  and  research  affiliate  of  the 
National  Association  of  Manufacturers. 
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Executive  Summary 


Exports  have  more  value  to  more  people  than  is 
commonly  appreciated,  according  to  important  new 
evidence,  assembled  for  the  6rst  time  in  this  report. 

Exports  enhance  workers'  pay,  benefits,  skills,  produc- 
tivity and  future  prospects.  Exports  enhance  corporate 
irmovation,  stability  and  endurance.  Exports  enhance 
the  quality  of  a  community's  jobs,  its  standard  of  hving 
and  its  growth  potential.  Exports  benefit  workers  and 
owners  in  small  businesses,  as  well  as  large.  They  are  an 
equal-opportunity  energizer;  they  are  not  for  ehtes  only, 
nor  only  for  multinational  firms. 

Though  exports  (and  imports,  too)  can  expose  woricers, 
firms  and  communities  to  unique  costs  and  risks,  the  new 
evidence  suggests  that  their  widely  shared  benefits  and 
opportunities  are  more  than  adequate  to  compensate. 

This  new  evidence  —  vignettes,  surveys  and  statistics 
—  suggests  that  firms  and  plants  that  export  are  quite 
different  fiom  firms  and  plants  that  do  not.   In  almost  all 
dimensions,  the  exporters'  performance  is  preferable. 

More  specifically,  at  firms  and  plants  that  export, 
relative  to  those  that  do  not  — 

•  Jobs  are  better,  though  different.  Compensation 
is  5  to  15  percent  higher,  for  production  workers 
as  well  as  others,  and  growing.  Skill  require- 
ments are  higher  than  elsewhere. 

•  Worker  productivity  is  higher  by  30  to  50  percent. 

•  Innovation  is  stronger.  Exporters  adopt  new 
technologies  far  more  fi-equently  and  intensely 
than  non-exporters. 


•  Stability  is  sUghdy  greater;  average  annual  shut- 
down rates  are  lower. 

•  But  some  risks  ate  accentuated.  Most  perfor- 
mance measures  are  sub-par  for  plants  that 
stopped  exporting  between  the  bte  1 970s  and 
the  Ute  1980s. 

•  Yet  for  steady  or  new  exporters,  growth  is 
accentuated  —  in  jobs  as  well  as  output.  Annual 
growth  rates  are  3  to  1 1  percent  higher. 

•  Exporting  benefits  are  widely  available  to  firms 
and  their  workers  of  all  sizes  and  types,  not  just 
to  multinational  giants  and  their  management, 
though  risks  are  involved,  too. 

And  additionally  — 

•  Large  and  small  exporters  are  more  alike  than 
exporters  and  non-exporters.   It  appears  that  the 
comnutment  to  export,  more  than  the  level  of 
export  sales,  is  most  important  in  generating 
these  differences  in  performance. 
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Introduction  and  Overview 


Competitive  success  in  export  markets  is  one  of  the 
clearest  single  indicators  of  product  success  and 
corporate  performance. 

But,  it  is  much  more  than  that,  it  would  appear. 

Exports  have  more  value  to  more  people  than  is 
conmionly  appreciated,  according  to  important  new 
evidence.  Exports  enhance  workers'  pay,  benefits,  skills, 
productivity  and  ftiture  prospects.  Exports  enhance 
corporate  innovation,  stability  and  endurance.  Exports 
benefit  workers  and  owners  in  small  businesses,  as  well  as 
large.  They  are  an  equal-opportunity  energizer;  they  are 
not  for  elites  only. 

The  new  evidence  about  exports  includes  a  wealth  of 
untold  stories  that  are  close  to  home.  These  stories  are 
about  millions  of  workers,  firms  and  communities  whose 
prosperity  is  greater  with  export  reUance  than  without. 

Little  of  this  is  well  understood  by  either  professional 
or  general  audiences.  To  a  typical  American,  exports 
often  seem  elusive,  exotic  and  expendable.  Selling 
abroad  is  doing  a  foreigner  a  favor.  SeUing  abroad  may 
sacrifice  sales  at  home.  SeUing  abroad  forces  openness  to 
imports  that  harm  American  workers.  Selling  abroad 
just  Unes  the  pockets  of  the  rich,  multinational  firms. 

The  shop  floor  and  down-home  values  of  participat- 
ing in  the  global  economy  are  a  great  secret,  completely 
echpsed  in  the  media  by  alarmist  accounts  of  the  per- 
ceived costs  and  risks  involved.   (See  Sidebar  1.1  on  the 
next  page  for  illustrations  of  some  of  these  accounts.) 

Not  that  a  world  of  open  international  competition 


is  all  goodness  and  Ught.  The  media  are  correct: 
There  are  costs  and  risks  involved  in  doing  business 
halfway  around  the  world  compared  with  staying  close 
to  home.   Furthermore,  the  costs  and  risks  are  not 
spread  eveiJy  across  the  population;  some  businesses 
bear  more  than  others. 

But,  the  new  evidence  presented  suggests  that,  on 
balance  and  in  the  majority  of  cases,  export  benefits  and 
opportunities  significandy  outweigh  costs  and  risks. 

This  new  evidence  makes  it  possible  to  begin  to  bring 
exporting  into  focus,  making  its  less  visible  benefits 
better  understood  by  policy-makers,  workers,  the  general 
pubUc  and,  even,  the  business  community  itself.  This 
report  assembles  for  the  first  time  this  new  evidence 
about  exporting. 

We  focus  only  impUcidy  on  imports.  We  think  that 
their  benefits,  costs  and  risks  are  clearly  and  widely 
known.  Our  aim  is  to  profile  exports  with  similar  clarity. 

We  welcome  more  public  debate  on  how  much 
"globalization"  is  good  for  the  United  States.  Such 
debate  should  properly  weigh  advantages  against 
disadvantages  of  both  export  reliance  and  import 
dependence,  for  the  economy  as  a  whole  and  for  real 
people,  some  of  whom  may  be  hurt.  This  report  should 
not  just  inform  the  debate,  but  rebalance  it  and  improve 
its  quahty.   For  our  taste,  too  much  current  discussion 
rings  of  "an  "exports,  good;  imports,  bad"  chant.  We 
don't  believe  these  lyrics,  nor  the  variation  that  lauds 
exports  as  pure  job-creation  machines  and  curses 
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L  Perceptions  of  Global  Linkage 

Citi2em  bewaic  An  unprecedented 
corporate  power  grab  is  under  way  in 
global  negotiations  o\'er  intenutional 
trade. 

Operating  under  the  deceptive 
banner  office"  trade,  multinational 
corporations  are  working  hard  to 
expand  their  control  over  the  interna- 
tional economy  and  to  undo  \'ita] 
health,  safety  and  environmental  pro- 
tections won  by  citizen  movements 
across  the  globe  in  recent  decades. 

The  mega-corporations  are  not 
expecting  these  -victories  to  be  gained 
in  town  KaBs,  state  offices,  the  U.S. 
Capitol,  or  even  at  the  United 
Nations.  They  are  looking  to  circum- 
vent the  deuiQCnmc  process  altogether, 
in  a  bold  and  brazen  drive  to  achieve 
an  autocratic  far-reaching  agenda 
through  two  trade  agreements: 
NAFTA,  the  North  American  Free 
TVade  Agreement,  and  an  expansion 
of  the  General  Agreement  onTariffi 
and  Trade  (GATT),  called  the 
Uruguay  Round. 

The  Fortune  200"s  GATT  and 
NAFTA  agenda  would  make  the  air 
you  breathe  dirtier  and  the  water  you 
drink  more  polluted.  It  would  cost 
jobs,  depress  wage  levels  and  make 
woikpbces  less  safe.  It  would  destroy 
family  {arms  and  undermine  con- 
sumer protectioni  .... 

— fiom  Ralph  Nader,  The  Case 
Against  Free  Trade  (1993),  p.  i 

Bubba  is  already  getting  shafted  —  as 
he  says  himself,  screwed,  blued  and 
tattooed.  He  can't  afford  a  house;  he 
can  barely  afford  the  payments  on  the 


pickup.  Now  you  proponents  [of 
NAFTA)  show  Bubba  how  he  comes 
out  ahead  on  this  deal  —  go  ahead, 
show  him  the  worker  retnming 
program  that's  going  to  make  hiin  a 
systems  analyst.  If  it  exists,  if  it  can  be 
made  to  work  (and  the  Labor 
Department  just  finished  a  swdy  that 
says  worker  rerraining  isn't  working), 
then  its  at  least  a  $20,000-a-wotker 
program.  So  where's  that  money  in 
the  NAFTA  treaty  we  negotiated? 
Come  on,  show  it  to  us. 

Think  about  the  social  conse- 
quences of  further  damaging  an 
already  economically  marginalized 
Bubba.  I've  been  knowin'  Bubba  a 
long  time.  I  like  him,  even  if  he  is  a 
sexist  pig,  but  he  also  tends  to  have  a 
short  temper  and  to  carry  guns  in 
his  truck. 

And  all  you  smart  people  who  cut 
this  deal  so  you  can  increase  yoiu^ 
profit  margins  and  pay  yourselves 
mega-salaries  are  still  going  to  be  liv- 
ing in  this  country  with  Bubba  when 
it's  over.  I  diink  you're  buying  your- 
selves more  trouble  than  you've  ever 
dreamed  of 

— Jrm>  McUy  Ivins,  "Anolher  Shot  at 

NAFTA  ,'•  The  Texas  Observer, 

November  i^,  1993,  p.  9 

Douglas  Harbrecht  is  no  ehtist  A 
piodua  of  a  middle-clasi  upbringing 
and  public  education,  the  Long  Island, 
N.Y.,  native  covers  the  trade  beat  for 
Buiiness  Week  in  'Wuhingtori,  and  he 
knows  firsthand  the  dcwfnside  office 
txade  and  foreign  competition  .... 
Yet,  when  Haibtecht  appeared  on  a  • 


C-SPAN  call-in  show  on  October  6 
to  deliver  a  thou^tfiil  defense  of  the 
North  American  Free  Trade 
Agreement  (NAFT.'V)  and  the  Gcri^r,;! 
Agreement  onTariffi  and  Trade 
(GATT),  he  was  pummeled  by 
incensed  viewiets  and  subsequent  letter 
writen.  As  &r  as  they  could  tcD,  his 
support  for  NAFTA  and  GATT  meant 
he  inust  be  part  of  an  intcmationa! 
cabal  of  elitists  who  are  selling  out 
American  workers  for  j.  quick  yen  .... 

This.attitude  is  captured  by  politi- 
cal analyst  Kevin  Phillips  in  hri  new 
book,  AiTogant  Capital:  Washingtcn, 
Wall  Street  anJ  the  Frustration' of 
American  Politia.  Phillips  condemns 
theintemationalizatiorx  of  the  U.S. 
economy  as  a  conspiracy  by  a 
wealthy  Wall  Street  ehtc  to  vra'/.c  k 
fortune  in  global  commerce  by 
eliminjjting  jobs  and  supptrssiiij. 
vAJrfeir  wages  in  the  United  St.  r 
■WWiingtou's  politicians  go  alorif;, 
Phillips  contends,  because  they  liavc 
been  bought  off  byliigb-po\vcred 
corporatt  lobbjSsK.  Middle-class 
Americans  are  just  starting  to  catch 
on  to  the  con  game,  he  adds  .... 

If  the  merits  of  free  trade  arc  as 
co'tripeHing'as  all  the  ecbnomitric 
models  suggest,  then  trade  advocitesr 
are  going  to  have  to  find  new  -wxyi  to 
make  their  case  with  a  fervor  that 
matches  the  other  side. 

— Jhm  Ou'cn  VUmann, 

"A  PresidentidTradeWrak?' 

The  Intenutional  Economy; 

-V-^>-f /Dfccmiw  1994, 

pp.  6,  s-9,  sa 
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imports  as  pure  job-destruction  machines.' 

An  economy  with  deep  export  (and  import)  reUance 
fiinctions  better  for  more  of  its  people  than  one  with 
fewer.  That  is  the  thrust  of  Sections  2  and  3,  which  are 
the  core  of  this  report.  The  proposition  is  controversial, 
of  course,  and  we  try  to  answer  its  critics  in  Section  4. 
Among  the  most  important  controversies  is  whether  the 
correlation  between  export  reliance  and  performance  is 
mere  happenstance.  Section  4  also  outlines  how  much 
remains  to  be  learned  about  the  effects  of  exports  on 
workers  and  firms. 

The  report's  recurrent  theme,  played  out  in  many  ways,  is 
that  widespread  exporting  is  better  than  most  people  real- 
ize. It  increases  the  quality  of  jobs,  though  not  necessarily 
their  nimiber.  It  encourages  higher  performance  by  firms. 
It  promotes  growth  in  the  standard  of  living  for  a  country's 
typical  workers,  not  just  for  the  management  elite. 
Job  quality  and  standard  of  living  are  measured 


conventionally  by  compensation  and  purchasing  power; 
by  the  growth  rate  of  both;  by  skill  level  and  opportu- 
nities for  upgrading  skills;  by  job  stabihry;  and  the 
security  of  all  these  factors.  Exporting  contributes  to 
all  of  these,  but  in  the  areas  of  subihty  and  security 
some  critical  doubts  arise;  we  will  try  to  address  them 
in  the  following  pages. 

The  study  is  rooted  in  concrete,  real-world  cases.^  But 
we  have  seleaed  representative  cases  and  measured  their 
suitability  against  newly  available  censuses  and  surveys  of 
exporters,  and  by  carefiJ  research  based  on  them.  Thus, 
our  content  ranges  from  vignettes  to  statistics,  but  our 
goal  is  narrow:  to  bring  all  the  evidence  together  clearly, 
succincdy  and  persuasively  in  order  to  answer  why 
exports  really  matter  For,  more  than  many  people  realize, 
exports  do  matter,  for  real  reasons,  not  for  ideology  or 
wishfiil  thinking,  and  in  the  real  world,  not  just  in 
polemic  perceptions  or  academic  debate. 


•  Ste.  for  eximple.  Unittd  Sow  Trade  PbBcy  Cootdiiutiiig  Commituc.  Toiwrnb  n  Naluiul  Expert  Soaugy  (1993).  where  "Expora  -  Jobi"  ii  emblizoned  in  the 
dde  ind  wjvn  pMriodcaDy  on  comimnd  fiom  miny  pages  in  die  report.  Far  more  accunre  and  appeahng  would  have  been  to  jay,  "Exports  =  Belter  Jobs." 
2  Names,  locaoom  and  ptodua  hnes  of  lome  subjects  of  the  case  itudies  have  been  changed,  at  the  interviewee's  lequesl.  to  prevent  unwamnted  disdonue. 
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Why  Exports  IMfJIHMatteH 


A  New  Profile  for  Exports 
And  New  Evidence 


Are  exports  really  important?   Or  do  they  matter  only 
to  economists  and  privileged  classes? 

It's  certainly  true  that  economists  think  they're 
important,  for  more  reasons  than  ever  in  the  modern 
global  economy.   (See  Sidebar  2. 1  on  ihefoUomng  pages 
for  an  economist's  recent  account  of  this  issue.) 

But  this  account  demonstrates  weaknesses  in  reason- 
ing.  It  is  speculative.  It  is  often  anecdotal.  And  it  seems 
far  removed  from  the  daily  Uves  of  typical  Americans  — 
workers,  managers,  small  businesspersons. 

This  report  proposes  to  a  broad  readership  that  exports  are 
important  to  all  Americans.  It  shows  that  exports  are  more 
than  an  eddy  in  the  mainstream  of  most  workers'  lives. 

The  report  also  aims  to  explain  why  —  why  workers, 
firms  and  their  communities  benefit  from  efibrts  to 
export  more.  To  be  precise,  the  report  explains  why 
having  larger  export  shares  in  economic  activity  is  bene- 
ficial. This  is  true  for  workers'  own  activities,  for  the 
goods  and  services  produced  for  the  communities  in 
which  they  hve,  and  for  the  economy  as  a  whole.   (See 
table,  right,  for  an  explanation  of  this  at  an  overall  level.') 

Exports  have  been  a  significant  engine  of  growth  for 
the  U.S.  economy  over  the  past  decade.  Exports  have 
been  responsible  for  one-third  of  the  decade's  overall 
growth,  though  their  average  share  of  a  typical  year's 
level  of  output  was  only  one-tenth. 


KMIWH 

Contribution  of  U.S.  Exports  to  Recent  U.S.  Growth,  1986-1994 

(in  billiom  of  1987  dollars,  except  where  noted) 

Year 

1986 

Growth  of 

U.S.  Exports' 

over  previous 

period 

20.4 

Growth  of 

U.S.  GDP 

over  previous 

period 

124.7 

Export  growth 

as  a  share 

of  growth  Id 

GDP  (percentages) 

16.4 

1987 

34.4 

135.5 

25.4 

1988 

57.6 

178.6 

32.3 

1989 

50.2 

119.4 

42.0 

1990 

38.7 

59.3 

65.3 

1991 

32.1 

-29.7 

n/a 

1992 

36.2 

111.7 

32.4 

1993 

23.7 

155.2 

15.3 

1994b 

52.3 

207.8 

25.1 

1991  over 

1985      230.2 

541.2 

42.5 

1994  over 

1985      345.6 

1062.5 

32.5 

Base-Period  Totals  for  U.S.  Exports  and  GDP 

(in  billiom  of  1987  dollars,  except  where  noted) 

Share  of 
Year                    U.S.  exports            U.S.  GDP           exporu  in  GDP 

1980                     320.5                3,776.0                        8.5 

1985 

309.2 

4.280.0 

7.2 

1991 

539.4 

4,821.0 

11.2 

1994' 

654.8 

5,342.3 

12.3 

n/a  =  not  applicable 

a  Exports  of  goods  and  services  from  the  naaonal  inco 
accounts. 

me  and  product 

b  Prclinunary 

Source;  Economic  Report  of  the  President  1995,  uMt  B.2,  pp.  276-277. 

At  the  level  of  the  overall  economy,  having  larger  export  shares  with  constant  leveb  of  employment  and  trade  balances  implies  having  larger  import  shares,  i 
Microeconomic  evaluations  of  exporting  often  assume  this  and  leave  the  righ-  level  of  employment  and  trade-balance  effects  to  be  evaluated  by  r 
Our  study  adopts  a  similar  position.  We  argue  that,  as  a  rule,  abnost  every  real  economy  is  bener  off.  on  average,  with  large  shares  of  exports  (and  imports)  i 
overall  activity  than  with  smaller  shares. 
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Why  Exports  rmnlMatlerl 


BSHSlEDBHiHHHHHHBIHBBHHHBI 
Why  Are  Exports  Important?  An  Economist's  Aaount' 


FamiUar  Macrocconomic  Answers 
Jobs.    Exports  are  important  when 
they  provide  jobs  for  otherwise 
unemployed  workers  and  resources. 
U.S.  unemployment  rates  would  have 
been  much  higher  if  exports  had 
not  grown  so  robustly  in  the  past 
10  years.  (See  table  on  page  7.) 
However,  this  benefit  is  not  unique  to 
exports.  Any  extra  spending  —  say, 
consumption  or  investment  —  could 
have  re-employed  the  unemployed. 

Exports  are  also  important  if  the  jobs 
they  provide  have  special  attractiveness 
compared  with  other  jobs.  This,  in 
fact,  tends  to  be  true  and  is  an  impor- 
tant theme  of  the  text. 

The  Trade  Balance.  Apart  from 
employment,  exports  may  be  impor- 
tant when  the  trade  balance  is  impdr- 
tant.  For  example,  if  the  United  States 
is  concerned  about  reducing  or  financ- 
ing trade  deficits,  then  "more  exports" 
has  considerable  appeal  over  other 
broad  alternatives:  import  compression, 
sales  of  U.S. -owned  foreign  or  domes- 
tic assets,  increased  U.S.  indebtedness  to 
foreigners.  None  of  these  alternatives 
is  very  welcome. 

Familiar  Microeconotnic  Answers 
Gains  From  Tiade.    Exports  are 
important  when  they  are  the  means  to 
obtain  unique  or  uniquely  desirable 
imports.  Exports  are  the  quid  pro  quo 
for  imports  in  the  classic  account  of 
gains  from  international  trade.  They 
are  the  cream  of  the  nation's  competi- 


tiveness exchanged  for  the  cream  of 
overseas  competitiveness:  what  our 
workers  and  resources  produce  best 
traded  for  what  theirs  produce  best. 
Without  exports  and  imports,  each 
nation  is  left  producing  more  milk  and 
less  cream.  Even  this  benefit,  however, 
is  not  unique  to  exports.  Improved 
technology  is  another  vray  of  turning 
milk  into  cream. 

Exports  are  important  equivalently 
because  the  jobs  they  provide  are,  on 
average,  more  productive  and  remuner- 
ative than  the  jobs  that  would  be  avail- 
:  able  with  a  smaller  export  share  in 
overall  economic  activity.  Exports  and 
"high  value-added"  jobs  go  together. 

Political  Economy.   Exports  are 
important  for  political  and  diplomatic 
reasons.  Export  interests  are  often 
effective  counterwei^ts  to  insular  spe- 
cial interests  and  thus  helpfiil  in  sup- 
porting open-trade  policies,  as  docu- 
mented by  Desder  and  Odell  (1987). 
Export  interests  serve  informally  as 
"commercial  diplomats,"  communicat- 
ing U.S.  market,  cultural  and  pohtical 
information  to  foreign  interests. 

Newer  Answers 
From  Microeconomics 

Modern  thinking  about  the  current 
world-trade  enviroiunent  suggests 
many  new  and  less  obvious  reasons 
why  exports  may  be  important. 
Potential  new  benefits  from  export- 
ing include  fixed-cost  economies, 
competitive  intensity  and  "fitness," 


diversification  and  self-insurance,  and 
favorable  spillovers. 

Fixed-Cost  Economies.  Exports 
are  important  when  they  allow  fixed, 
up-fiont  resource  costs  to  be  spread 
across  a  larger  customer  base.  An  open 
world  market  of  10  firms,  each  with  its 
own  research  and  development  (R&D) 
laboratory,  for  example,  conserves 
resources,  compared  with  a  world  with 
180  closed  national  markets,  each  with 
10  firms  and  10  R&D  labs.  The  first 
example  requires  exports;  the  second 
needs  none.  In  other  words,  exports 
mean  lower  overhead. 

Competitive  Intensity.   Fixed- 
cost  economies  notwithstanding, 
exports  are  important  when  they 
increase  the  density  and,  hence,  the 
intensity,  of  competition.  An  open 
world  market  of  1,800  firms  (180 
countries  with  10  firms  per  country), 
each  able  to  sell  fi1^ely  to  any  customer, 
has  more  intense  competition  than  the 
segmented  world  of  1 ,800  firms  divid- 
ed into  180  national  markets  served  by 
10  firms  each.  The  first  world  requires 
exports;  the  second  needs  none. 

The  quaUtative  density  of  competi- 
tion matters,  too,  not  merely  the 
numerical  density.  An  open  world 
market  of  1 ,800  finely  differentiated 
varieties  of  a  product  comes  closer  to 
satisfying  the  precise  specifications  of 
industrial  buyers  and  consumer  prefer- 
ences than  a  segmented  world  of 
national  markets  with  10  varieties 
available  in  each.' 
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Competitive  "Fitatus"  Exports 
are  important  u  a  barometer  of  a 
firm's  and  its  worken'  competitive 
succeis  and  also  as  a  catalyst. 
Successfiil  expordi^g  is  winniog  one's 
share  of  the  "away  games"  (a  helpiiJ 
(pons  metaphor).  Authors  kno^-  tlut 
their  writing  is  influential  when  it  is 
trandated  for  foreign  audiences. 
Restaurants  Icnuw  that  their  seivice  is 
first-rate  when  they  attract  clientele 
from  far  a  well  as  near.  Pioduceri 
know  dut  their  prtjdact  is  compcti- 
£j»e  when  its  export  markets  are  as 
diverse  and  deep  as  its  home  markets. 
Actively  See^ung  to  achieve  export 
success  can  sharpen  incentives  to 
innovate  and  can  dghten  up  a  6rm's 
'  internal  organization,  enhancing  its 
internal  efiSciency.  There  is  strong 
cross-national  evidence  for  how 
export  orientatioD  provokes  corpo- 
rate innovation.' 

DHsniJScatioii  and  Self- 
losutance.   Exports  are  iinportas't 
wheti  they  facilitate  diversification. 
Since  business  cycles  arc  not  synchro- 
nized across  regions,  a  nation's  Srms 


enjoy  more  predictable  and  stable 
prosperity  when  exports  allow  them 
to  be  diversified  than  when  the  same 
average  business  volume  is  locally 
concentrated.  A  derivative  bcne6t  is 
that  export  promotion  may  even 
serve  as  an  alternative  to  import  pro- 
tection. Recourse  to  import  protec- 
tion can  be  less  frequent  in  a  world 
where  exports  even  out  an  industry's 
business  swings,  and  injury  from  rival 
imports  is  consequendy  less  signifi- 
cant. From  this  vantage  point, 
exports  are  a  form  of  natural  self- 
insurance  for  a  firm  and  its  workers 
against  the  vagaries  of  import  compe- 
tition. Exports  conserve  resources 
that  ^vould  otherwise  be  expended  in 
formal  administracive  procedures  and 
import  barriers  that  proxy  inefficient- 
ly for  insurance. 

Favorable  Spillovers.  Exports  are 
important  for  their  hard-to-price  (and 
unpriced)  benefits  that  spill  over  fix)m 
one  economic  activiry  to  another.  For 
example,  they  can  be  effective  chan- 
nels by  which  information  about  for- 
eign markets  and  customers  is 


acquired  and  disseminated  within  the 
United  States.  Activities  of  seasoned 
exporters  convey  free  yet  valuable 
information  to  neophyte  exporters, 
reducing  their  costs  of  "taking  the 
plunge."  Early  exports  enhance  the 
economic  viability  of  private  export 
facilitation:  trade  journals,  advertisers, 
marketing  consultants,  and  shippers 
and  consolidatots  that  specialize  in 
markets  abroad.*  Later  exports  enjoy 
lower  costs  "free"  because  of  the  exis- 
tence of  infrastructure  that  could  not 
have  covered  its  fixed,  up-front  costs 
without  the  eady  exports.  Sectors 
become  seasoned. 

■  Exports  can  also  be  effective  chan- 
nels by  which  information  about  U.S. 
products  and  services  is  disseminated  to 
overseas  buyers.  So-called  "follow-on" 
business  involves  both  repeated  sales 
and  service  by  a  firm  that  has  made 
the  initial  export  incursion,  and  ancil- 
lary overseas  sales  and  service  by  itj 
own  suppliers  and  subcontractors, 
which  inherit  the  relevant  commercial 
connections  and  networks  "free"  or  at 
gready  reduced  cost. 


.-:  njctuudson  (199i). pp.  19-24 

Qualimh^  dmsit>vor  tte  number  of  varicdcs  avubble  for  my  basic  group,  is  wmetimcs  coosidered  in  be  of  minor  importance.  The  anitude  is  that  \iricry 
catca  to  tht^  rich,  \vHose  picfeifjicea  for  Lexus  relative  to  Menroks  ought  not  to  be  indulged  by  the  society  at  large.  But  this  attitude  is  both  dubious  and 
misleading.  Variety  is  not  frjvoious.  More  t^an  two-thirtJs  of  U.S.  expons  and  half  of  U.S.  imports  arc  made  up  of  intermediate  and  pttxJucer  goods,  pur- 
cliascd  by  firms  tiiemselvw  for  productive  use  and  fisnher  processing.  Qualitative  deiuily  can  nuke  available  "just  the  right  lathe"  or  "the  peifixt  truck  for 
our  route  tttucAue,"  increasiiig  corpotace  ptoductivitv;  not  customer  utibcy. 

.*   Set  lUchinl  R.  Ncison^  aunmury  diapteta  in  Nelson  (1993). 

**  See.fhr  citaiijple,''MipteSiiiiBHrnisArelUrxungro7bde  Ituermediaries,"  WinSrrrrf/iuimdf.Februaiy  2, 19^3,B2.    • 
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Our  conclusion  has  exceptions,  which  we  try  to  assess 
candidly.  But,  we  are  persuaded  that,  as  a  rule,  it  is  true: 
Exports  really  matter. 

Industry  groups  and  government  trade-promotion 
agencies  are  already  convinced,  of  course,  that  exports 
really  matter.  Their  pubhcations  are  flill  of  stories  to 
that  effect.  But  newspapers  and  media  are  fiiU  of  other 
stories  —  that  imports  really  matter,  too,  in  a  myriad  of 
unfavorable  ways.  Which  should  we  believe? 

Our  position  is  that  all  stories  are  important,  and  that 
we  won't  know  which  to  beUeve,  or  how  to  weigh  one 
against  the  other,  without  more  stories.  Anecdotal  duel- 
ing and  point-counterpoint  confrontations  are  useflil  for 
their  imagery  and  for  their  consciousness-raising. 

But  stories  alone  provide  Utde  on  which  to  generahze. 
They  help  us  to  care,  but  not  to  know. 

Statistical  studies  are  more  general  but  less  graphic  — 
"dull,"  say  more  than  a  few!    Furthermore,  there  has 
been  htde  capability  for  statistical  studies  in  regard  to 
exporting  until  very  recendy. 

Increasingly,  stories  can  be  examined  against  the  back- 
drop of  comprehensive  statistics.  New  U.S.  Census  data 
provide,  for  the  first  time,  detailed  profiles  of  U.S. 
exporters  and  comparable  non-exporters.  Their  recent 
release  allows  a  reasonably  authoritative  answer  to  the 
question  of  why  exports  are  so  important.   (See  Sidebar 
2.2  for  a  description  of  their  sources  and  others.) 

Some  of  these  studies  are  based  on  data  from  1987. 
Are  these  data  too  old  to  be  relevant?  We  don't  think  so. 

First,  Census  data  for  1 992  are  now  being  officially 
processed.  Very  preliminary  tabulations  of  the  1 992  data 
have  led  to  an  unportant  conclusion  that  adds  credence 
and  current  relevance  to  the  evidence  reported  in  the 
following  pages  on  why  exports  really  matter.  With 
some  exceptions,  1992  exporter  profiles  are  very  similar 
to  those  firom  1987  and  earher;  export  participation  is, 
however,  significantly  higher,  especially  by  small  and 
medium-sized  units. 

This  conclusion  is  not  very  surprising.  Think  of  a  simi- 


New  Exporter  Data 
One  source  of  these  pro61c3  is  the  Commerce 

Department's  extensive  1987  Exporter  Data  Base;  .-^ 

another  is  the  Census  Bureau's  use  of  the  Cemiis  and  ' 
Annual  Surveys  of  Manu&cturen  between  1976  and 

1987.  The  first  is  described  in  Kolarik  and  Ellsworth  'i 

(1993),  and  the  second,  in  two  papers  by  Bemaid  and  1 

Jensen  (1994, 1995).  ' .: 

In  addition,  structured  surveys  of  eiqtorting  and  non-  -1 

exporting  producers  have  become  more  prominent  as  ', 

^obal  trade  has  grown.  Illustrative  of  these  are  Arthur  "; 

Anderson  (1994),  Coopers  &  Lybrmd  (1995),  Kenan  j 

(1995)  and  Swamidass  (1995).  Many  of  these  surveys  .'3 

aim  only  at  target  sub-populaaons  of  exporters.  A  few  J 

are  repeated  yeariy,  so  that  cross-section  comparisons  of  '^ 

similar  or  identical  &ctois  are  possible.  "I 

■.:    \    \'  -■':.-  -  'i 

lar  set  of  detailed  profiles  of  adult  brothers  and  sisters 
fix3m  the  late  1980s.  They  are  usually  still  very  accurate 
today,  if  not  perfecdy  so.  Often  personahties  have  not 
changed  much,  nor  has  lifestyle,  nor  has  rebtive  socioeco- 
nomic stattis.  Late-'80s  family  profiles  might  be  more 
misleading,  however,  if  they  included  a  "htde  brother," 
who  obviously  is  no  longer  an  adolescent  tocby.  There 
appears  to  be  a  parallel  m  exporter  profiles  of  smaller 
plants  and  firms.  Adolescent  exporters  have  matured. 

Second,  structured  surveys  of  exporting  and  non- 
exporting  producers  have  become  more  prominent  as 
global  trade  has  grown.   (See  Sidebar  2.2  for  a  description.) 
They  relate  to  very  recent  years,  and  tend  to  confirm 
the  conclusion  that  Census  Bureau  profiles  of  exporters 
fixjm  1987  are  usually  still  accurate  today. 

So,  what  can  we  learn  fixjm  recent  stories,  surveys  and 
statistics  about  exports? 

The  answer  is  "a  great  deal,"  much  of  which  we  did 
not  know  before. 
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What  Do  We  Really  Know} 


We  now  know  that  firms  and  plants  that  export  have 
distinct  profiles.   Comprehensive  data  allow  us  to  com- 
pare them  with  firms  and  plants  in  general.  We  can  sup- 
plement our  statistical  account  with  real  illustrations  as 
well.  While  no  statistical  account  can  be  definitive 
about  causation,  much  less  collections  of  illustrative 
anecdotes,  there  is  some  new  evidence  suggesting  that 
exports  are  not  only  correlated  with  performance  differ- 
ences, but  encourage  them.  We  discuss  the  causation 
issue  briefly.  (See  Section  4.) 

Firms  are  the  companies  that  organize  production, 
which  takes  place  physically  at  a  location  called  a  plant. 
Distinguishing  firms  from  plants  in  their  exports  is 
important  for  some  purposes,  discussed  later,  but  it  is  also 
somewhat  misleading.  The  plant  profiles  we  summarize 
are  more  often  than  not  firm  profiles  (See  Sidebar  3.  i). 

Here  is  a  brief  summary  of  what  we  know  currently 
about  exporting;  this  material  is  presented  in  more  detail 
in  the  next  sub-section. 

•  Firms  and  plants  that  export  are  quite  different 
fi'om  firms  and  plants  that  do  not.  In  almost  all 
dimensions,  the  exporters'  performance  is  prefer- 
able —  for  workers,  owners  and  communities. 
Their  pay,  productivity  and  prospects  for  stable, 
sustained  growth  are  all  superior. 

•  Some  of  these  benefits  have  been  alleged  for  a 
long  time.  Others,  such  as  the  superior  growth 
performance,  are  more  surprising. 

f/*  Also  surprising  is  that  the  performance 
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What  b  an  Exporter? 

In  the  various  studies  on  which  this  report  depends, 
the  phrase  "exporter"  may  be  used  in  different  ways, 
especially  in  regard  to  whetfasr  the  studirt  are  fc-cus- 
ing  on  industrial  plants  or  entire  firms.  The  work  of 
Bernard  and  Jensen  (1994,1995)  is  based  on  censuses 
of  manufacturing  plants.  The  same  is  true  for 
Swamidass  (1995).  In  cooaast,  Kolarik  and  Ellsworth 
(1993)  deal  with  a  larger  universe  of  exporters, 
including  manufacturers,  wholesalers,  retailers,  f-ro- 
kers  and  others. 

These  differences  may  be  important.  For  example, 
the  distinctiou  between  plants  and  firms  for  smaD 
exporters  ii  probabI>'  not  that  significant,  because  a 
small  firm  often  consists  of  only  one  plant.  For  larger 
manufacturers  with  many  plants,  the  distinction  could 
be  more  important.  In  such  cases,  siuveys  of  plants 
may  be  capturing  employment  and  productioD  shjfis 
between  plants  within  the  same  firm,  making  export- 
ing appear  more  volatile  than  it  actually  is.  These  sur- 
vey's, therefore,  may  not  offer  a  completely  accurate 
picture  of  exporting  at  the  firm  level 

This  is  a  complex  research  question  and  clearly  an 
area  for  future  wodc,  as  noted  on  page  28. 
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advantages  from  exporting  are  available  widely, 
to  both  small  and  large  firms  and  plants.  Large 
units  admittedly  account  for  a  disproportionate 
share  of  overall  exports.   (See  chart  3.H.)  Yet, 
small  and  medium-sized  enterprises  (SMEs)  are 
well  represented  numerically  in  the  population 
of  exporters,  if  not  quantitatively  Each  gains 
benefits  from  exporting  relative  to  its  activity. 
And,  together,  SMEs  represent  an  increasing  and 
dynamic  source  of  export  participation. 

•  The  most  important  exception  to  the  conclusion 
that  exporting  is  beneficial  is  export  business 
risk.  Sharp  downswings  in  export  business  seem 
to  confront  firms,  plants  and  their  workers  with 
problems  that  cause  performance  to  be  sub-par. 

•  On  the  other  hand,  some  exporting  firms  and 
plants  experience  overall  business  failure  and 
shutdown  less  frequendy  than  others. 

•  And,  in  any  case,  export  business  opportunity 
may  compensate  for  export  business  risk. 
Upswings  that  prompt  entry  into  exporting  seem 
to  present  firms,  plants  and  their  workers  with 
especially  strong  opportunities  to  prosper. 

•  Firms  and  plants  that  export  a  lot  are  not  very 
different  from  firms  and  plants  that  export  a 
little.  It  is  the  commitment  to  exporting  that 
seems  to  matter  most  to  performance  compar- 
isons. Its  intensity  matters  less. 

In  short,  exports  really  matter  to  real  people.  Here  are 
the  detailed  reasons: 

Jobs  are  better'  ... 

•  Exporting  plants  pay  higher  compensation  than 
other  plants  to  all  groups  of  workers,  that  is,  they 
pay  a  compensation  "premium." 


The  average  worker  earned  wages  that  were 
15  percent  higher  at  average  exporting  plants 
than  at  other  plants,  and  benefits  that  were  one- 
third  higher.  Overall  compensation  was  17  to 
18  percent  higher.   (Charts  3.A,  3.B  and  3.C 
show  this  on  the  left  side.) 
■  On  the  right  side,  these  charts  show  that  wage 
and  benefit  premiums  firam  exporting  exist  for 
both  large  and  small  plants;  they  are  not  due 
merely  to  the  fact  that  large  plants  export  more 
and  pay  better.  Wage  premiums  for  small  export- 
ing plants  are  still  10  to  13  percent.  Production 
workers'  earn  especially  high  wage  premiums  at 
large  exporting  plants:  26.4  percent. 

•  Compensation  premiums  are  not  due  merely  to 
the  pecuUarities  of  industries  or  regions  that  are 
heavy  exporters. 

•  Taking  into  account  industry  and  location:' 
Production  workers  still  earn  7.4  percent  higher 
wages,  and  non-production  workers  earn  5.4 
percent  higher  wages,  at  exporting  plants  than 
at  non-exporting  plants  that  are  otherwise  in 
the  same  industry  and  same  location.'  Worker 
benefits  are  12.7  percent  higher  at  exporting 
plants,  relative  to  plants  that  were  otherwise 
similar.   Overall  compensation  is  6.5  to  8.5  per- 
cent higher. 

•  Exporting-plant  compensation  premiums  are  not 
due  merely  to  pecuUar  plant  characteristics. 
Taking  into  account  plant  characteristics:  com- 
pensation premiums  for  workers  are  still  sizeable. 
These  premiums  are,  fiirthermore,  quite  similar  in 
magnitude  between  exporting  and  non-exporting 
plants  of  the  same  age,  capital  intensity  and  size, 
and  similar  for  plants  that  were  part  of  multi-plant 


^  Most  informanon  in  this  and  the  foUowing  subsection  is  founti  in  Bernard  and  Jensen  (1995). 

5  Producaon  workers  include:  workers  up  through  Une  supervisor,  who  are  engaged  in  fabrication,  assetnbUng, processing,  transferring  P^'^"^"''^'";^". 

workers  rdwotrs  in  record-keeping  an'd  pioduct  deve.opn,ent.  No„-producnon  workers  are  all  others,  including  supervuory  workers  and  nu„.gen,ent,  sales 

and  debvery  workers;  rouane  secretarial  and  clerical  workers;  other  professional  and  technical  worken. 

<>  The  meaning  of  diis  phrase  is  to  include  variables  for  their  mfluence  in  a  stansncal  regression  to  explain  compemadon. 

7  Both  uidustry  and  locanon  we.  measured  quite  precuely.  Indu.stry  was  measured  at  the  level  of  the  four-digi,  Standard  Industrial  Classification  (SIC);  location 

at  the  level  of  Standard  Mctropohtan  SuosDcal  Areas  (SMSAs). 
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Chut  3.A:  Exporting  Plants  Pay  Higher  Blue-Collar  Wages 
Wages  par  Production  Employaa  ($000),  Export*  by  Size,  1987 
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Chart  3.B:  Pay  Is  Higher  for  White-CoUar  Employees,  Too 
Wages  per  Non-Production  Employee  ($000),  Exports  by  Size,  1987 
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Chart  3.C:  Workers  ac  Exporting  Plants  Have  Higher  Benefits 
BeneftU  per  Employee  ($000),  Exports  by  Size,  1987 
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firms  and  those  that  were  not.* 

•  Exporting-plant  compensation  premiums  have 
typically  grown  over  the  past  20  years. 

...  though  different. 

•  Exporting  plants  have  typically  smaller  production- 
worker  employment  and  greater  non-production- 
worker  employment  than  otherwise  similar 
plants.  Plants  that  expon  have  increased  their 
share  of  manufactured  employment,  increasing 
the  relative  demand  for  non-production  workers. 
It  is  in  this  sense  that  "globalization"  may  increase 
what  some  have  called  "wage  inequality."' 

•  But  production  workers  still  earn  higher  wages 
and  benefits  at  exporting  plants  than  others,  as 
sketched  earlier. 

•  The  same  shift  between  types  of  plants  may  give 
the  typical  production  worker  increased  chances  to 
become  a  typical  non-production  worker  (earning 
higher  compensation)  through  re-training  and 
new  work  experience  (See  page  17,  Sidebar  3.3.). 

Sidebar  3.2  on  the  next  page  provides  a  union  president's 
perspectives  on  a  real  plant  with  an  export  business  that 
has  many  parallels  to  the  other  accounts  in  this  report. 

Worker  productivity  and  innovation  are  higher. '° 

•  Exporting  plants  are  larger  than  others,  on  aver- 
age four  times  as  large  in  employment  and  six 
times  as  large  in  sales. 

•  Sales  per  employee,  one  simple  measure  of  pro- 
ductivity, is  up  to  one-and-a-half  times  larger  in 
exporting  plants  than  in  others. 

•  Value  added  per  employee,  another  measure  of 
productivity,  is  up  to  one-and-a-third  times 
larger  in  exporting  plants  than  in  others. 


Export-plane  wage  premiums  can  be  reduced  to  2-3  percent  by  controlling 
simultaneously  for  industry,  location,  size,  age  and  capital  intensity,  but  arc  still 
significantly  present  (in  both  a  real  and  stabstical  sense);  sec  Bernard  and 
Jensen  (1995).  p.  18. 
'  See  Bernard  and  Jensen  (1994). 

The  information  in  this  subsection  can  be  found  in  Swamidass  (1993).  as 
well  as  Bemaid  and  Jensen  (1995). 
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United  Auto  Workers  Local  624 

United  Auto  Workers  Local  624  rep- 
resenbi  loug^y  2,500  production 
workers  at  New  Process  Gear  (NPG), 
an  East  Syracuse,  N.Y.,  plant  that 
manufactures  cnnsnussions,  four- 
wheel-drive  transfer  cases  and  related 
equipment.'  The  plant  recendy 
began  producing  the  five-speed 
manual  tiansaxle  for  Chrysler's  new 
sub-compact  Neon,  and  shipping  it  to 
assembly  plants  in  Illinois  and 
Mexico.  NPG  is  part  of  a  joint  ven- 
ture between  Genera]  Motors  and  the 
Chrysler  Corporation. 

Local  624  had  as  many  as  3,200 
members  in  the  1970s,  but  in  the  late 
1980s  membership  had  fallen  to 
1 .875.  Recendy,  it  has  sprung  back 
about  halfway.  Many  of  the  workers 
are  veterans  of  the  plant. 

Work  practices  seem  far  from  any 
rigid  stereotype.  Quality  is  a  watch- 
word. The  union  and  the  workers 
seem  to  agree:  Product  quality  is  a 
vita!  competitive  characteristic  of  a 
vehicle  in  today's  global  markets.  As 
Mike  Allen,  the  president  of  Local 
624  since  1990,  put  it,  "A  union 
can't  get  anywhere  if  a  company's 
products  can't  survive  in  the  mar- 
ket!" Allen  ^kes  pride  in  the  plant's 
commitment  to  time  studies  that  are 
"well  documented."  Union  repre- 
sentatives are  present  during  the 
studies  and  have  &ee  access  to  them 
after  they  are  written  up.  Allen 
presses  the  quality  theme  strongly  in 
orientadon  sessions  and  roots  it  in 
the  global  compeddve  environment 

The  pla.nt  aUo  competes  with  other  plants  for  fiiture  pioduco  that  arc  being  expcrrncntally  tested,  eg. 
tnd  housing  parts,  being  jointly  funded  by  the  company  and  the  U.S.  Commcnre  Department's  National 
HaaUATKritai,  2/26/95.  pi  D4. 


for  quality  (as  well  as  quanti^  and 
price).  Local  624  has  pioneered  such 
workplace  innovadons  as  hiring 
retired  workers  on  a  day-by-day  basis 
when  the  stress  of  overtime  mounts 
along  with  mistakes  and  absenteeism, 
or  "inverse  >^niority"  layoflS,  in 
which  younger  workers  remain  on 
the  job  if  workers  with  seniority 
voluntarily  accept  12-,  24-  or  36- 
week  layoffi.  Training  programs  are 
widely  available;  some  are  mandatory 
(communication  skills),  some  volun- 
tary (roborics,  bser  alignment). 
Local  624  runs  the  plant's  Employee 
Assistance  Program,  and  has  a 
pro-acdve  program  for  diminishing 
absenteeism.   Management,  of  course, 
also  supports  these  ptoducdvity- 
enhancing  programs. 

At  this  plant.  Local  624  and  the 
management  work  reasonably  coop- 
eratively (though  it  has  not  always 
been  so,  and  there  are  the  expected 
daily  tensiotu  and  grievances).  Allen 
and  the  producdon  manager  are  a 
"steering  committee"  for  production 
schedules,  training  classes  and  other 
plant-level  issues.  The  union  is  invit- 
ed to  all  plant  business  meetings.  The 
plant  is  one  of  the  few  remaining 
"incentive  pbnts,"  in  which  workers 
receive  bonuses  for  exceeding  pro- 
duction targets.  Such  incentives  have 
been  abandoned  elsewhere  because 
they  invited  sacrifices  of  product 
quality,  but  the  NPG  plant  has,  so  far, 
managed  to  delri-er  successfully  a  bal- 
anced package  of  quantity  and  quality 


improvements.  Allen  describes  it  as 
one  of  the  most  profitable  plants  in 
the  country  with  one  of  the  better- 
rewarded  workforces.  A  January  1994 
newspaper  report  said  average  aimual 
NPG  pay  per  employee  was  $53,270 
(an  average  that  includes  the  salaries 
of  about  450  non-union  personnel). 
But  Allen  is  reluctant  to  claim  any- 
thing unique  to  the  plant  or  to  his 
own  local  —  that  is,  anything  that 
could  not  characterize  L'AW  locals 
and  plants  elsewhere  with  the  right 
management. 

Local  624  is  actively  involved  in 
the  greater  Syracuse  community.   It 
has  "adopted"  a  local  school;  it  has 
donated  two  Jeep  Cherokces  to  sup- 
port the  city's  drug-awareness  pro- 
gram; it  publicizes  these  activities  in 
radio  spots.  Allen  speaks  in  local 
hig^  schoob  and  colleges,  and 
encourages  his  membership  to  be 
politically  \'isible  and  active.  He 
characterizes  Local  624's  community 
involvement  in  two  ways.  He  says 
that  it  is  a  principle:  "We  believe  in 
giving  back  to  our  community." 
But,  he  believes  pragmatic  benefits 
come  fix>m  principled  action:  He 
thinks  it  helps  to  sell  vehicles  locally. 
He  also  thinks  it  helps  to  attract 
workers  who  are  principled,  com- 
munity-minded and  conceriied 
about  both  the  product  they  make 
and  public  perception  of  it.  In  this 
modest  part  of  the  ^obal  market- 
place, Allen  argues  that  virtue  can  be 
pro-competitive. 

,  light-wei^.  super-strength  shifuog  assemhly 
Institute  of  Standards  and  Technology.  Symatst 
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•  A  1993  survey  (See  Charts  3.D-G),  showed  con- 
tinuing superior  productivity  performance. 

•  Chart  3.D  shows  that  the  exporter  productivity 
lead  characterizes  both  large  and  small  plants,  but 
is  especially  prevalent  among  those  that  are  large. 
Chart  3.E  shows  that  it  can  be  detected  industry 
by  industry,  except  in  transportation  equipment, 
though  Its  size  varies.  It  is  especially  high  m  fab- 
ricated metal  products,  machinery  and  computers. 

•  The  productivity  lead  of  exporting  plants  is  partly 
due  to  the  higher  levels  of  machinery  and  equip- 
ment per  employee  used,  often  justified  by 
economies  of  scale.  But  technology  is  the  rest 
of  the  story." 

•  Exporting  plants  adopt  new  technologies  more 
firequendy  and  intensely  than  non-exporting  plants 
(See  Charts  3. F  and  3.  G  on  next  page.),  and  report 
more  significant  benefits  from  doing  so.  This  ten- 
dency is,  again,  especially  strong  in  the  followdng 
industries:  fabricated  metal  prod- 
ucts, machinery,  computers  and, 
in  this  case,  transporurion  equip- 
ment, too. 

•  Aggressive  adoption  of  new 
technologies  by  exporter  plants 
is  also  true  for  each  of  14  out  of 
15  specific  new  technologies." 

Some  risks  are  accentuated  ...'' 

•  Exporting  activities  are  highly 
vobole,  for  better  and  for  worse. 

•  Between  1976  and  1987,  large 
numbers  of  exporting  plants 
stopped  exporting.  On  average, 
19  percent  of  those  that 
exported  in  a  given  year  had  no 
exports  the  next. 


Plants  that  exported  in  1976  but  not  in  1987 
("stoppers")  had  lower  growth  rates  of  employment, 
output  and  labor  productivity  over  this  period 
than  otherwise  similar  manufacturing  plants. 
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Chart  3.E:  Productivity  Is  Higher  in  Exporting  Plants  Across  a  Range  of  Industries 

Sales  per  Employee  ($000)  and  Level  of  Exports  by  Industry 
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Australian  study  of  exporting  and  non-cxporong  firms.  Non-exporting  firms,  roug^  30  percent  of  all 
and  undertook  no  "benchmarking"  comparisons  to  standards  set  by 


1^  Echoes  of  these  findings  cm  be  found  ir 

firms  and  20  percent  of  all  employment,  earned  out  Uttle  or  no  research  and  developmei 

dominant  competitors.  Sec  Ergas  and  Wright  (1994),  pp.  40-41. 

'2  Examples  mdude  computer- assisted  manufacture,  design  and  ncCworbng;just-in-cmie  production  planmng;  the 

total  quality  management.  The  exception  was  statistical  quality  control.  See  Sw-amidass  (1995).Tables  9  and  10. 

'3  Except  as  indicated,  most  of  the  mformabon  in  this  and  the  foUowmg  tv-x)  subsections  can  be  found  in  Bernard  and  J. 


of  robots  and  manufacturing  cells;  and 
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But  U.S.  competitiveness  was  sharply  diminished 
between  1979  and  1985  by  the  strong  dollar- 
exchange  rates. 

Nevertheless,  even  then,  workers  displaced  from 
firms  in  "exportables  industries"  during  this  peri- 
od had  almost  rwo-and-a-half  weeks  shorter 
duration  of  unemployment  than  other  workers. 


Chart  J.F:  ExporteR  Use  More  Technologies 
Number  o»  Technologl»»  Used  and  LBvel  of  Exports  by  Size 


Chart  3.G:  More  Intensive  Use  of  Technology  Spread  Across  Industry  Sectors 
Number  of  Technologies  Used  and  Level  of  Exporte  by  Industry 


though  slower  wage  springback  than  otherwise 
similar  workers,  according  to  a  recent  study." 

...  but  veorkplace  survivability  is  enhanced,  even 
if  exporting  stops  ... 

•  On  average,  between  1976  and  1987,  the  armual 
failure  rate  for  exporting  plants  was  3  percent, 
versus  9  percent  for  non-exporters.  It  is  hard, 
however,  to  disentangle  the  effects  of  exporting 
from  size  —  the  tendency  of  large  plants  to  fail 
less  frequendy.  The  strong  dollar  made  the 
period  special. 

•  With  respect  to  overall  production,  exporting 
plants  had  a  tiny  edge  on  avoiding  shutdown  over 
other  plants  of  the  same  size,  capital  intensity  and 
industry,  especially  over  medium-run  periods. 

•  On  average,  exporting  plants  demonstrated 
"shrink  resistance."  Their  employment  shrinkage 
from  1976  through  1987  was  far  slower  than  for 
otherwise  similar  manufacturing  plants. 

•  For  some  products  and  ser- 
vices, exports  are  not  just  a 
stimulus  to  survival,  they  are  a 
necessary  condition.  Examples 
include  large  commercial  air- 
craft, computers,  heavy  con- 
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struction  equipment,  oil-field 
machinery  and  semiconduc- 
tors, whose  export-to-sales 
ratios  range  from  30  to  77  per- 
cent across  the  whole  U.S. 
industry!'*  Economies  of 
large-scale  production  in  such 
cases  can  be  realized  only  in 
globally  sized  markets. 

Sidebar  3.3  demonstrates  one  firm's 
exporting  experience  that  arguably 
meant  the  difference  between 
survival  and  extinction. 


It  See  Havenun  (1993)  Haveman's  Bndnigs  are.  to  be  monr  precue.  for  "growmg  mdabte  mdusmes."  w,th  ladability  measured  by  ie,>smv,o-  to  wotid-pr,« 
movements.  Our  piesumpnon  is  that  these  mdustries  tend  to  be  heavy  exporters. 
15  See  United  States  Competitiveness  Pobcy  Council  (1993),  pp  172-173. 
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Fluid  Management:  Expanding  Through  Exports 

Some  companies  see  exporting  and  international  sales  as  a 
way  to  expand  their  business,  but  for  Fluid  Management 
(FM),  a  small  Illinois  manufacturer  of  paint-mixing  equip- 
ment, it  has  been  much  more  important.  Today,  nearly 
60  percent  of  FM's  sales  are  international,  compared  with 
25  percent  six  years  ago  (see  chart,  this  page).  Without  those 
sales,  the  company  would  be  only  40  percent  of  its  current 
size.  FM's  Chief  Executive  Officer  Mitchell  Saranow  says, 
"If  you  stay  home,  theyTl  come  here  and  beat  you  at  your 
own  game.  In  today's  marketplace,  if  you  don't  win,  you 
lose." 

Surprisingly,  in 
Saranow's  view,  the 
fimdamental  benefit 
from  exporting  FM 
is  not  necessarily 
increased  sales.  The 
most  important  ben- 
efit is  information. 
All  other  benefits 
flow  from  exposure 
to  new  information. 
For  example,  enter- 
ing the  international 
marketplace  led  to 
the  discovery  of  an 
overseas  manufactxir- 
er  making  "revolutionary"  machinery  in  FM's  line  of  busi- 
ness. Through  participation  in  international  markets,  FM 
has  learned  about  and  gained  access  to  new  and  different 
technologies,  as  well  as  important  market  intelligence. 

Breaking  into  new  export  markets  hasn't  been  easy.  FM 
researched  and  executed  its  entry  in  the  tough  Japan  mar- 
ket. It  carefully  compiled  the  information  for  its  applica- 
tion, so  it  could  retain  control  of  products.  While  its  large 
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investment  in  gaining  Japanese  government  regoUtory 
approval  has  yet  to  fiiDy  pay  off,  sales  have  doubled  eva7 
year  since  they  were  approved. 

In  order  to  crack  the  Chinese  market,  FM  organized  its 
own  trade  show  and  invited  three  other  U.S.  compames 
with  complementary  products  to  participate.  For  its  cus- 
tomer-partners, introduction  of  new  technology  has 
allowed  them  to  meet  higher  production  levels  and,  thus, 
to  compete  more  cost  effectively. 

International  business  has  had  a  direct  impact  on  FM's 

employees:  365  peo- 
ple have jobs 
because  of  it 
Neatly  one-chiid  of 
FM's  workforce  is 
involved  in  export- 
idated  fimctions. 
Individual  employees 
hive  benefited  from 
the  company's  inter- 
national orientation. 
For  example,  FM 
him  many  Hispanic 
enqjloyees  in  its 
&ctory  operations. 
As  it  moved  aggres- 
sively into  Latin 
America,  several  of  these  employees  moved  fix>m  the 
factory  floor  into  international  customer  service  after 
completing  a  training  program.  FM  has  also  dramatically 
added  to  its  skilled  workforce.   In  1989,  the  con^>any 
employed  six  engineers.  Today  it  has  neatly  100. 

With  a  new  emphasis  on  intenutional  markets,  new 
technology  and  employee  training,  FM  has  tripled  the  pro- 
ductivity of  its  workforce  since  1989. 
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...  and  growth  is  accentuated,  too,  in  jobs  as  well 
as  output. 

•  Between  1976  and  1987,  large  numbers  of 
non-exporring  plants  started  exporting,  roughly 
9  percent  per  year.  That  growth  has  been 

remarkably  stable  over  the  period. 


Services  Exports  Are  Growing 
Exports  of  services  are  not  only  gnrodng  rapidly,  but 
often  involve  sectors  with  hi^jly  professional,  well- 
paid  employees. 

•  Gensler  &  Associates/ Architects,  San  Francisco,  ssys 
10  percent  of  its  $78  million  in  annual  revenue  now 
comes  fiom  European  and  Asian  business  and  that  ics 
goal  is  to  derive  25  percent  of  total  revenues  ftom 
international  vi/oric  by  the  end  of  this  decade. 

•  Edaw,  Inc.,  a  big  property  consulting  6rm  in  San 
Frandsco,  says  30  percent  of  its  work  now  comci 
6om  its  recently  opened  o6Sces  in  London  and 
A-jstralia,  compared  with  less  than  10  percent  in 
international  business  a  decade  ago.  Christopher 
Degenhardi,  chairman,  says  all  of  his  cotupany's  rev- 
enue growth  is  bora  international  jobs. 

•  Simon  Development  Co.  is  building  three  regional 
malls  in  Mexico  City  and  another  in  Guadalajara.  It 
has  four  under  development  in  die  Uiuted  States. 

—  ^ficm  VM  Street  Journal.  May  20,  1993,  p.  B4 

•  Waste  Management  collecc  tnsh,  cleans  streets  and 
cocstrocti  sanitary  landfills  in  20  countries,  including 
Argeritina  and  New  Zealand.  It  also  has  a  15-ycar 
conaact  to  run  a  hazaidous-waste  treatment  plant 
that  wiU  process  all  of  Hong  Kong's  mdnstrial  waste. 

•  At  Chicago-based  Baker  &  McKenzie,  the  world's 
largest  law  firm,  more  than  half  its  1,651  attorneys 
work  outside  the  United  States. 

—  bolhfiom  Wall  Street  Jo>jmal,/!pfi;  21,  1993,  pAI 


•  The  particular  group  of  "starter"  plants  that 
moved  fiom  non-export  to  export  status  over 
the  whole  period  had  significandy  higher 
grovith  rates  of  employment,  output  and  labor 
productivity  over  this  period  than  otherwise 
similar  manufacturing  plants. 

•  Among  otherwise  similar  plants  that  avoided 
shutdown  between  1976  and  1987,  plants  that 
started  or  continued  exporting  throughout  the 
period  had  3  to  1 1  percent  faster  annual  growth 
m  employment,  output  and  labor  productivity. 

•  Preliminary  data  for  1992  show  that  the  largest 
employment  growth  takes  place  among  steady 
exporters. 

•  Forty-eight  percent  of  America's  "growth  com- 
panies" currendy  export,  according  to  a  recent 
survey."   In  addition,  more  than  a  third  of  all 
growth  companies  intended  to  add  new  coim- 
tries  as  export  markets  in  the  year  of  the  survey, 
which  also  noted  that  "increase  in  new  hiring  at 
home  seems  to  be  related  primarily  to  expanded 
export  operations." 

Exporting  benefits  are  widely  available  to  firttis 
of  all  sizes  and  types,  not  Just  to  multinational 
giants  ..." 

•  This  pattern  of  wage,  productivity,  innovation 
and  growth/risk  differences  between  exporters 

'and  non-exporters  is  characteristic  of  small, 
modest  and  large  exporters  (measured  by  export 
to  sales  ratios).  The  commitment  to  export 
seems  to  set  plants  apart  from  each  other. 
Whether  the  intensity  or  diversity  of  export 
activity  matters  is  still  an  open  question  (See 
Section  4  for  a  discussion  on  this  matter.)." 

•  Ahnost  half  of  all  medium-sized  manufacturing 
firms  (100-499  employees)  exported  in  1987; 


•*  Coopcn  &  Lybrand  (1995). 

'''  Except  as  indicated,  most  of  the  informarion  in  this  and  the  next  subsecdon  can  be  found  m  Kolarik  and  Ellsworth  (1993). 
'8  Bernard  and  Jensen  (1995),  Swamidass  (1995).  Ergas  and  Wright  (1995).  p.  46.  report  similar  conclusion  for  Australian  firms; 
depend  on  whether  or  not  die  firm  is  export-oriented,  radier  than  on  the  amount  of  its  exports  ..." 


.  links  to  pcrfomianCf 
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while  only  10  percent  of  small  firms  (fewer  than 
100  employees)  did." 

Many  exporting  firms  are  export  intermediaries, 
consobdating  and  marketing  goods  produced  by 
others,  thus  providing  more  of  an  export- 
service  function.  A  little  more  than  one-third 
of  all  U.S.  exports  pass  through  export  inter- 
mediary firms  (wholesalers  and  independent 
marketing  agents),  which  often  themselves  are 
small  companies. 

Despite  small  export  shares  (29  percent  of  direct 
and  indirect  exports),^  small  and  medium-sized 
firms  export  frequently,  and  seem  to  be 
increasing  their  export  participation  rapidly  in 
recent  years. ^'  Between  1987  and  1992,  the 
total  number  of  U.S.  firms  that  export 
increased  from  104,564  to  more  than  127,000. 
Virtually  all  of  the  22  percent  rise  in  the  number 
of  firms  exporting  is  associated  with  smaU-firm 
entry  to  exporting." 

A  recent  survey^  of  750  companies  with  fewer 
than  500  employees  found  that  20  percent 
of  those  companies  exported  products  and 
services  in  1994,  up  fi-om  16  percent  in  1993 
and  11  percent  in  1992. 

If  small  and  medium-sized  manufacturing  enter- 
prises had  been  able  to  provide  the  same  share 
of  U.S.  exports  as  their  share  of  manufacturing 
sales,  U.S.  exports  would  have  been  roughly 
$50  billion  higher  in  1993  than  they  were." 


(This  amount  represents  almost  half  the  U.S. 
merchandise  trade  deficit  in  1993.) 

•  According  to  another  recent  study,"  more  than 
half  of  all  small  exporters  have  been  exporting 
for  less  than  10  years.  Of  those  exporting,  only 
17  percent  say  that  exports  account  for  more 
than  a  fifth  of  their  sales.  Nearly  half  the  small 
businesses  reported  exporting  less  than  5  percent 
of  their  total  sales. 

•  Though  dau  are  lacking,  stories  of  growing 
American  exports  of  services  abound.  (See 
Sidebar  3.4  for  illustrations  of  this.) 

•  Exporting  is  obviously  a  conduit  for  smaller 
firms  to  grow  larger,  realizing  any  scale 
economies  that  exist. 

...  though  risks  are  involved,  too. 

•  Exporting  may  also  be  a  conduit  for  at  least 
some  firms  to  fail.  This  is  the  other  face  of 
export  opportunities:  the  risk.^ 

Much  of  the  preceding  information  about  the  difiiise  ben- 
efits (and  risks)  of  exporting  is  surprising.  Better  known  is 
how  concentrated  the  volume  of  U.S.  exports  is  on  very 
lai^  firms,  and,  often,  on  big-ticket  items.  (See  pages 
22-23,  Sidebar  3. 5,  for  a  summary  of  this  material.)  While  still 
true  of  U.S.  exports,  the  preceding  informarion  suggests 
that  it  is  becoming  less  true.  The  export  benefits  on 
which  this  study  dwells  seem  to  accrue  to  exporters  of  any 
and  every  size,  without  varying  significandy  as  exports  rise. 
Exporting,  and  not  its  volume,  makes  all  the  difference. 


"  KoUrik  and  Ellsworth  (1993),  pp.  29-33.  Comparison  of  tht  mulls  in  the  limited  number  of  rcccm  studies  that  analyse  the  exporting  activities  of  small  business  ii 
hampcrrd  by  differing  definitions  of  the  size  of  a  small  buaness.  Some  studies  use  the  Small  Busmcss  Admmisti^oon  defimtion  of  small  business,  which  includes  aU 
businesses  with  up  to  500  employees.  Others  lump  small  and  medium-sized  businesses  together  for  a  combmed  total  of  companies  with  fcwrr  than  500  employees. 
Analysis  is  also  compbcated  by  some  studies  that  include  indirect  and  dirca  export  acnvioes  m  their  totals  or  mdudc  both  manuiacturmg  and  service  exporting. 
^^  Direct  exports  were  12  percent  of  the  20  percent,  according  to  Kolarik  and  Ellsworth  (1993).  p.  44.  Indirect  exports  are  those  shipped  through  intermediaries 
2'  See,  for  many  illustrations,  "Stiategiej  for  the  New  Export  Boom."  Fortunt,  8/22/94,  pp.  124-130,  and  "It's  a  Small  (Business)  World,"  Biuiii«i  Hick,  4/1/95. 
pp.  96-100. 

:  and  direaor  general  of  the  US.  Foreign  Commercial  Service.  March  29. 1995.  before  the 
»,  House  Committee 


secretary  of 
and  Busmcss  Oppoi 


1  Small  Business. 


Testimony  of  LauriJ.  Fitz-Pegado, : 
Subcomminee  on  Prtjcurement,  Expoi 

^  Arthur  Andersen  (1994). 

^^  Kolank  (1995). 

25  Kenan  Institute  (1995) 

^  For  example,  Erps  and  Wright  (1994,  p.  38)  report  that  the  dispersion  across  otherwise  similar  Australian  firms  in  unit  labor  costs  and  labor  productivity  was  greatest 

m  concentrated  industries  that  were  isolated  by  protection  fiom  world  markets.  This  is  what  we  should  expea  when  exporting  allows  the  cream  of  a  country's  firtns 

and  workers  to  compete  agamst  the  cream  of  fomgn  firms  and  workers,  though  at  the  expense  of  sheltered  firms  and  workers  whose  performance  is  substandanl 
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Other  Benefits  of  Exporting 

In  addition  to  the  new  and  less  widely  recognized 
benefits  discussed  in  this  chapter,  other  more  familiar 
benefits  include: 

Cost-Spreading.   Exporting  difRises  up-front  fixed 
(overhead)  costs  of  all  kinds.  Exports  allow  both  large 
and  small  firms  to  spread  up-front  costs  across  multiple 
export  markets  for  multiple  products"  to  minimize  cost. 

Sometimes,  such  benefits  do  not  come  easily.  For 
example,  following  a  major  international  expansion 
between  1986  and  1992,  Lincoln  Electric,  an  Ohio- 
based  suppUer  of  welding  machinery,  was  running  into 
trouble.  Fundamental  changes  in  the  company's  interna- 
tional strategy  were  needed.  Management  spent  the  fall 
of  1993  conducting  an  in-depth  analysis  of  the  incre- 
mental costs  for  different  products,  how  those  costs 
would  change  if  they  moved  production,  and  what  the 
close-down  costs  were  by  organization.  They  also 
looked  at  the  cost  of  sales  in  each  country,  and  how  to 
lower  them.  Ultimately,  the  company  restructured  the 
sales  organization  in  each  country,  closed  a  major 
German  facility  and  replaced  its  European  managers.^ 

Did  it  work?   In  1994,  Lincoln  Electric  won  the 
President  s  "E"  award  for  substantially  increasing  its  vol- 
ume of  exports." 

Product-Cycle  Lengthening.    Exports  can  "lever- 
age" product  cycles.  Domestic  growth  opportunities  in 
the  U.S.  for  products  based  on  older  technology  can  be 
limited.  Small  businesses  in  particular  may  be  stuck  in 
this  situation  because  of  the  high  costs  of  constandy 
developing  of  new  technology  and  product  lines.  Exports 
provide  opportunities  to  stretch  out  a  product's  life  cycle, 
mcreasing  a  firm's  survivabihty.  Exports  can  push  a  firm's 
feet  up  the  technology  ladder  while  also  strengthening 
the  rungs  on  which  they  may  still  be  standing. 

Upgrading  older  technology,  in  fact,  can  help  create 
business  opportunities,  as  demonstrated  by  a  smaU, 
California-based  company,  Acucobol.  Acucobol  has 


developed  sofirware  programs  to  modernize  an  old  com- 
puter language  still  in  widespread  use  by  many  business 
around  the  world.  This  allows  customers  to  upgrade  to 
better  computer  equipment  while  keeping  and  improv- 
ing their  existing  software.  Half  of  Acucobol's  revenue 
comes  fiom  export  sales." 

Job  Stabilization.    Exports  can  even  out  swings  in 
sales;  stabilizing  overall  employment,  while  also  support- 
ing a  permanent  marketing  staff.  Firms  and  plants  with 
diversified  export  markets  have  milder  ups  and  downs 
than  those  whose  sales  are  concentrated. 

This  point  is  dramatically  illustrated  in  the  case  of 
Bricmont  Enterprises,  Inc.,  a  Pennsylvania-based  com- 
pany that  designs  and  builds  industrial  fiirnaces.   In 
1993,  the  company  faced  an  uncertain  fiiture.  The  firms 
employees  had  just  taken  a  10  percent  pay  cut,  and  new 
contracts  were  few  and  far  between.  But  there  was  a  ray 
of  hope.  Bricmont,  with  annual  revenues  of  $32  million, 
bid  on  a  $10  million  contract  from  Hysla,  S.A.,  a 
Mexican  steel  company.  Competition  was  intense: 
German,  French  and  Italian  firms  also  sought  the  deal. 
With  support  from  the  U.S.  Trade  and  Development 
Agency  and  the  Export-Import  Bank,  Bricmont  won 
the  contract.   Bricmont  officials  admit  that  winning 
this  contract  was  the  difference  between  survival  and 
extinction.   It  meant  that  the  10  percent  pay  cut  in 
1993  lasted  only  five  months.  The  next  year,  1994,  was 
Bricmont's  best  year  ever.  The  outlook  for  1995  and 
1996  is  very  favorable." 

Information  Gathering.    Exports  are  a  conduit  for 
information  —  competitively  valuable  information 
about  innovation,  rivals  and  regulation,  for  example. 
Such  information  helps  a  company  anticipate  opportu- 
nities and  pressures  and  helps  it  avoid  being  "bhndsided." 
It  can  even  lead  to  new  product  development. 
Exporting  opens  up  a  company's  eyes  to  competitive, 
technical,  cost  and  regulatory  influences  that  can  help  it 
defend  its  U.S.  market  firom  foreign  threats.  Exporting 


"  Swamidass  (1995)  finds,  for  example,  that  exporting  plants  ship  far  more  product  lines  per  plant  than  non-exporting  plants  do.  comutent  with  the  fixed-* 

spreading  value  of  exporting. 

2'  Based  on  uiformation  in  "In  Practice."Jay  Elliot.  CFO  MagaziiK.  May  1995,  p.  108. 

Based  on  inforination  in  "Strategies  for  the  New  Export  Boom."  Rob  Norton.  Fonuni,  August  22,  1994.  p.  125. 

Based  on  interviews  with  company  offiaals  and  information  in  "Uncle  Sain  Wants  You."  Daniel  Gross,  CFO  Afagarinf .  May  1995,  p.  41. 
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should  be  viewed,  therefore,  as  both  an  offensive  and 
defensive  strategy." 

The  experience  of  Ruid  Management  (see  Sidebar  3.  J) 
illustrates  this  benefit.  Even  for  those  lucky  enough  to 
face  litde  competitive  pressure,  this  still  leads  to  new 
product  development  that  helps  keep  them  out  in  &ont. 
This  is  the  case  with  Kronos,  a  N4assachusetts-based  soft- 
ware company.  Using  features  of  a  version  of  its 
employee  time-and-attendance  software  program,  devel- 
oped to  meet  complex  labor  requirements  in  countries 
like  Australia  and  the  United  Kingdom,  Kronos 
engineers  discovered  a  way  to  increase  the  "user  defin- 
ability" of  their  products.  The  resulting  improvement 
allowed  them  to  develop  new  software  features  for  mar- 
kets in  the  United  States.  In  short,  exporting  added 
value  to  Kronos'  products. 

Networking  and  Coalition  Building.   Exports 
can  also  be  a  conduit  for  competitively  valuable 
cooperative  relationships:   cross-border  coahtions  that 
make  intra-border  competition  among  rivals  work  bet- 
ter. Small  businesses  especially  may  derive  their  largest 
and  quickest  benefits  from  exporting  if  they  seek  to 
cooperate  with  complementary  companies  with  similar 
goals,  or  if  they  participate  in  regional  export  develop- 
ment programs. 

As  an  example,  the  Red  River  Trade  Corridor  in 
Minnesota,  North  Dakota  and  Manitoba  joined  forces 


with  a  regional  organization  in  Brittany,  France,  when 
research  revealed  a  similar  economic  base  and  joint 
opportunities  for  long-term  trading  rebtionships. 
Now,  the  two  organizations  help  resident  members 
network  and  trade,  not  just  agricultural  and  high-tech- 
nology products,  but  also  ideas  and  technologies.  In 
addition,  the  regions  can  conserve  limited  promotional 


resources. 


Community  Involvement  and  Training 
Opportunities.   Exporting  leads  naturally  to  a  company 
looking  beyond  its  plant  doors  to  other  cultures. 
Involved  exporters  generate  chances  for  workers  and 
potential  workers  to  expand  their  knowledge. 

This  type  of  community  involvement  can  be  seen  in 
the  United  Auto  Workers  case  study.   (See  the  description 
in  Sidebar  3.2.)   It  can  also  be  found  in  firms  such  as  the 
Multiplex  Company,  a  Missouri-based  manufacturer 
of  beverage-dispensing  equipment.  Multiplex's  commit- 
ment to  international  business  extends  beyond  its 
factory  doors  to  the  development  of  several  educational 
programs  targeted  toward  different  audiences.  Its  vice 
president  of  marketing  visits  high  schools  in  the  area  in  a 
school  partnership  program  designed  to  orient  high 
school  seniors  on  the  fliture  opportunities  intemadonal 
trade  provides.  To  better  understand  the  cultures  of  its 
international  customers.  Multiplex  hosts  foreign- 
exchange  students  each  summer. 


Bued  oo  inibniuooD  6Dm  WiiExpon,  in  response  to  an  Amenca  Oobne  fiunncsj  HMt  posting. 


141 


1. 


Wby  EiportinQinMatterl 


Benefits) 


value  t 
■5!2ed.  emerpn^c:  lir'.i-;)  t-.rc 
i  pojiulation  of  fcxportCTs  and 


conimunitiei  throughout  the  eccnomy. 
Comparisons  Axnoag  Conccntratod  Eicf  orCcrs. 
Exports  have  been  concentrated  in  a  small  number  of 
large  fimo  for  a  long  time. 

•  CarpoTitf  e^qjort  participation  is  broad,  but  contribu- 
tions to  the  value  of  e.^5>orts  are  narrowly  concentrated 
Oil  juit  a  few. 

•  Three  out  of  four  manufecturing  fintis  with  more  than 
50O  employees  exported  in  1987.  Exports  ficrnl  large 
firms  of  all  kinds  —  both  manufacturers  and  nou- 
DUnuficlarws  —  made  up  almoa  three  out  of  four 


Chart  3.H:  A  Few  Do  the  Heavy  Lifting  in  U.S.  Exporting 
Exporting  Firm-Size  Breal(down,  1987 

The  Small  Number  of  Large  Exporters 

The  Large  Number  of  Small  Exporters 

(Total  Number  =  104,564  =  6.5  percent  of  relevant  population) 


Percent  of  Exporting  Firms 
Percent  of  Export  Value 


Largest  50  Laige  Firms 

ExpoiVng  Firms         (500  or  more 

employees) 


Ik4ed]um  Firms 
(100-499 
employees) 


SmaH  Firms        Very  Small  Rrms 
(20-99  (Imrar  ttian  20 

employees)  employees) 


Source    Kolartk  and  Ell8Y«o<1ti  (1993),  pp  1 ,  12-1 
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Chart  3.1:   Top  50 
Exports  of  Top  50  Exporting  Firms,  1993  (Arrayed  by  Export  Value) 
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doUais-worth  of  ^rxports  (71  peicent),  though  Urge  Snn> 
cepttsemed  less  than  4  petcent  of  the  eiporter  popuUtson 
(Stt  Outrt  i.H.). 

By  cootrasc  otily  oo<  out  of  10  manufacniring  finm  with 
fewei  than  100  employees  exported  in  1987.  Eaqiotts 
from  snuU  firms  —  manufactmen  and  non-manu&croren 
—  made  up  one  out  of  five  dolian-wDtth  of  eatpom  (20 
percent),  thou^  Jtnall  finm  repmented  moie  than  85 
percent  of  the  exporter  pc^rulation  (See  Chart  J.H.). 
'  "Intra-tirm"  ejcpoits  ftom  US.  multinational  parents  to 
theiir  own  affiiiatet  abroad  made  up  aknott  one  out  of  four 


doDiR  of  cKports  (23  percent)  in  1992,  and  intra^fitts  ■ 
e.^oits  &om  (J.S.-l>aied  foreign-owned  affiliates  msde  up 
almost  one  out  of  five  dolian  (18  percent)  in  1991.*  ■ 

Eitpon  concentntion  is  itself  very  concentrated.  Tlie 
top  50  exporting  firms  alone  account  for  almoM  half 
of  an  exports. 

These  firms  diHer  dramatically  among  tfaemsrtves  in  the 
value  of  their  export  sales  (See  dun  3.1,).  Bxports  of 
General  Motors'  and  BoeiaR  each  come  to  roughly  $15  bil- 
lion, almost  equal  to  exports  of  the  next  fijur  fintu  oom- 
biaed,  after  which  the  distribucioo  tails  offdiamaticalJy. 


*  MiBlonl  <t9«). 

'  G<nenl  Melon  jiui  ihf  other  USi.  amxalkta  brx  fixe-nfc  iccoi  tc  Cuudi  and  upon  Urge  nuraben  of  vtJadM  (ha 
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But  . . .  Complaints,  Doubts 
And  Criticisms 


Much  of  the  new  evidence  on  the  impact  of  exports  is 
surprising.  Some  of  it  is  controversial.  Little  of  it  has 
stood  the  test  of  time.  And  there  is  much  more  infor- 
mation to  uncover. 

This  section  addresses  some  famihar  criticisms  and 
outlines  some  important  gaps  in  export  knowledge. 

'Exports  Exploit' 

Some  think  that  exporting,  Uke  technological  change,  is 
sucking  jobs  fixjm  large  numbers  of  stable,  regular 
workers,  and  giving  jobs  to  small  numbers  of  knowledge 
workers  with  httle  job  security  or  loyalty. 

It  is  certainly  true,  as  discussed  previously  (see 
pages.  t8-24),  that  exporting  firms  and  plants  have  larger 
employment  ratios  of  non-production  workers  to  pro- 
duction workers.  Yet,  both  are  paid  more  than  at  non- 
exporting  plants.  No  evidence  exists  to  surest  their 
jobs  are  less  suble;  indeed,  the  correlation  between 
exporting  and  survivabihty  suggests  the  opposite. 

Furthermore,  what  can  possibly  be  meant  by  the  pop- 
ular commitment  to  strong  growth  in  "high-value-added 
jobs"  if  not  something  like  this  —  stronger  growth  in 
high-compensation  jobs  than  low?  Arguably,  exports  are 
whf  re  the  high-value-added  jobs  are  found.  Job 
growth,  both  in  steady  and  new  exporters,  is  especially 
strong,  as  we  have  seen  previously.  This  is  true  for  small 
and  large  firms:  Exporting  is  a  major  source  of  growth 
in  rewarding  jobs.  The  apparent  surge  in  small-business 
employment  is  arguably  due  to  small-business  exports. 
And  die  reputed  shrinkage  in  Fortune  500  employment 


is  more  associated  with  companies'  domestic  activities 
than  their  export  activities. 

Because  export-related  jobs  may  require  more  worker 
skills  than  average  jobs,  they,  therefore,  encourage  a 
worker's  skill-upgrading  (seepage  17).  Skill- 
upgrading,  in  turn,  may  make  a  worker  more  marketable 
to  other  potential  employers,  enhancing  his  or  her  com- 
pensation, even  if  no  shift  of  job  takes  place. 
•Exports  Are  for  Fat-Cat,  Mega-Multinational 
Corporations,  Not  for  Everyday  Folks' 
This  is,  of  course,  a  firm-level  variation  on  the  first 
complaint. 

But  are  exporters  really  fat?  If  anything,  the  evidence 
suggests  that  diey  are  lean,  thin,  trim,  fit.  Rhetoric  may 
obscure  this  surprising  truth. 

Exporters  are  large,  indeed.   (See  Sidebar  3.5.)   But 
most  people  understand  how  the  economic  security  and 
prosperity  of  their  own  community  depends  especially 
on  a  few  large  employers  of  thousands,  and  less  visibly 
on  the  large  numbers  of  employers  of  hundreds  or  less. 
Bad  times  (or  good)  for  a  community's  largest  employers 
make  headlines. 

Fewer  people  appreciate  two  other  points  about  large 
employers.  First,  they  are  almost  invariably  export- 
oriented:  More  than  three-fourths  of  them  export. 
Second,  not  only  is  their  worker  compensation  higher, 
but  their  job  security  is  greater  —  and  job  growth  is 
especially  rapid  for  those  that  export. 

Furthermore,  it  is  surprisingly  true  that  even  small 
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employers  that  export  provide  better  for  their  workers 
than  those  that  don't  (See  pages  22-23).  When  these 
employer-by-employer  gains  are  multiplied  by  the  large 
nimibers  of  them  out  there,  they  simply  cannot  be 
ignored. 

But,  exporters  are  admittedly  often  multinational 
corporations,  so  it  is  possible  to  argue  the  following: 

'Global  Investment  and  Alliances  Are  What 
Really  Matter,  Not  Exports.* 

Many  voices  sing  the  praise  of  "globalization"  indiscrimi- 
nately. Trade,  international  lending,  multinational  cross- 
penetration,  even  immigration,  are  viewed  as  all  the  same, 
all  beneficial.  Corporate  executives  and  others  correctly 
observe  that  globalizing  trends  cannot  be  easily  disentan- 
gled. Trade  depends  crucially  on  certain  kinds  of  foreign 
investment  and  managerial  mobility.  Trade,  investment 
and  technology  transfer  are  all  complementary  activities. 

All  of  these  forms  of  globahzation  can  be  mutually 
reinforcing,  but  not  necessarily  equal.  Exports  are,  in 
fact,  worthy  of  special  respect.  In  our  opiiuon,  they 
ought  to  be  the  most  popular  —  in  many  senses  — 
form  of  globalization. 

Firms  —  more  exacdy  their  senior  managers  and 
shareholders  —  probably  gain  as  much  from  investing, 
networking  and  alliance-building  abroad  as  they  do  from 
pure  exporting.  But  workers,  local  supphers  and  com- 
munities don't.  Firms  may  be  indifferent  to  the  vehicle 
they  use  to  meet  the  global  market.  Workers,  local  sup- 
pliers and  communities  shouldn't  be." 

For  workers,  local  supphers  and  communities,  exports 
have  the  most  obvious,  direct  impact.  Exports  are  the 
main  channel  for  enjoying  the  benefits  outlined  in  this 
study:  higher  compensation,  skill-upgrading,  access  to 
■  best-practice  techniques,  favorable  industrial  composi- 
tion and  a  lai^r  tax  base.  For  them,  alternative  forms  of 


globalization  are  side  channels  that  may  or  may  not 
allow  the  gains  to  trickle  down  to  their  level. 

'Competition  Is  What  Really  Matters, 
Not  Exports.' 

Some  critics  think  globalization  is  a  smokescreen,  or,  even 
worse,  a  plot."   Markets  are  good,  but  global  markets  may 
not  be  good.  Competition  is  good,  and  Americans  are 
the  ones  who  perfected  it,  if  not  "invented"  it.  No 
national  economy  is  as  competitive  as  that  of  the  United 
States.  Maybe  that's  enou^.  Why  be  global? 

Such  critics  believe,  either  implicidy  or  explicidy,  that 
the  United  States  (as  a  large  coimtry)  may  be  able  to 
afford  closed  borders.  By  preserving  freedom  and  by 
maintaining  vigilant  competition  policies,  it  may  still 
keep  incentives  strong  for  work,  training,  education, 
research,  innovation,  experimentation  and  so  on." 
Global  competition  is  different,  and  unnecessary  to 
realize  the  down-home  values  that  come  fixjm  simple 
competitive  virtue. 

Yet,  this  evidence  reaches  a  contrary  conclusion.  So 
does  an  Austrahan  study  of  corporate  performance." 
The  one  thing  that  unites  most  admirers  and  critics  of 
the  recent  East  Asian  "miracle"  economies  is  the  convic- 
tion that  export  orientation  was  important,  either  as  the 
natural  expression  of  strong  market  orientation,  or  as  an 
important  support  to  strong  education  and  investment 
and  to  active  government  industrial  pohcy." 

'That's  Mere  Circutnstantial  Evidence.' 

"This  is  all  coincidence.  Things  that  move  together 
don't  necessarily  have  any  relationship  to  each  other,  and 
people  who  are  seen  together  don't  necessarily  go 
together.  [Sutistical]  correlation  is  not  causation."  This 
is  an  important  and  subde  criticism. 

Does  exporting  really  cause  the  favorable  things  wnth 


^^  S«e  Richaidson  (1993),  pp.  26-28.  for  expansion  of  this  pcnpecQve,  wbch  appkcs  to  aD  nationaDy  "looted"  people  and  i 

^3  SeeSidebar  l.l.p.  4. 

^  See,  for  example,  Batia  (1993).  Chapter  9,  for  an  explicit  statement. 

^^  Eigas  and  Wright  (1994).  pp.  4S-46.  "(Generic)  competibve  condibons  do  play  a  signi6cant  role  in  determining  ptoduct  quality  and  in  reducing  inter-industry 

dispersion  in  performance  (but  not  productivity  growth  or  automation].  By  far  the  strongest  telabonships  found  m  this  paper,  however,  link  superior  peifbr- 

mance  to  export  orienUDon,  not  to  competition  per  sc." 

^  See  Page  (1994)  for  die  first  pomt  of  view  and  Rodhk  (1994)  for  die  second. 
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which  it  is  associated?   Or,  are  exports  and  virtues  lilce 
high  compensation  and  productivity:  both  merely  the 
results  of  chance,  lucky  innovation,  product  selection 
and  unobservable  managerial  skiU? 

Might  the  causation  even  be  reversed?   DowTi-home 
competitive  virtues  like  hard  work  and  business  knowl- 
edge cause  firms  and  their  workers  to  succeed  —  every- 
where!  Not  just  at  home.  Exports  are  the  result  of 
competitive  virtue,  not  its  cause. 

Such  criticisms  are  not  glibly  dismissed.  But  several 
contributions  to  this  research  try  to  disentangle  the 
causes.  The  surprising,  though  not  unanimous, 
conclusion  is  that  exports  do  seem  to  have  some  causal 
influence.  One  study,  for  example,  tries  to  separate  the 
influence  of  technological  change  from  exports  in  the 
increasing  labor-market  demand  for  more-skilled  relative 
to  less-skilled  workers;  exports  carry  most  of  the  weight, 
though  technology  carries  some."  Another  study  uses 
a  geographical  measure  of  trade  openness  for  the  whole 
economy  that  bears  absolutely  no  relation  to  its 
economy-wide  competitive  virtues,  and  finds  that  trade 
opermess  has  a  strong  statistical  influence  on  growth." 

What  if  the  critics  are  right  after  all?  Whut  if  there  is 
no  causation?  The  impact  would  be  small.  The  message 
would  be  only  shghdy  different.  Indeed,  some  people 
believe  that  talking  about  whether  exporting  leads  to 
good  business  practices,  or  vice  versa,  misses  the  point 
that  these  are  interactive  functions  that  reinforce  each 
other.   (Sidebar  4. 1  at  right  makes  this  point  provocatively.) 

As  Donald  Spero,  Spero  Quahty  Strategies,  argues  in 
the  sidebar,  exporting  must  still  be  associated  with  supe- 
rior performance  and  even  pursued  aggressively.  Why 
leave  out  one  pan  of  a  corporate  "fimess"  regime? 
None  of  the  rest  of  the  regime  is  as  valuable  without  it. 
Nor  are  the  other  contributors  to  competitive  perfor- 
mance as  valuable  without  exports.  No  one  can  aSbrd 
to  be  export-nonchalant. 


3'  Bcnuid  ind  Jcracn  (1994) 

'*  Frankel,  Romcr  and  Cynis  (1994)  Openness  in  tlul  study 

export  and  import  reliance,  as  it  does  in  the  present  study. 


ESBSISDHHIHHBHBBHBHHi  ■ 
Exporting:  Key  to  Corporate  Fitness 
la  the  1960s,  penonal  fitness  began  as  a  &d.  Joggcn 
bou^t  fancy  gear.  Some  used  it  and  got  healdiier; 
some  wore  it  to  snack  in  from  of  their  TVs;  some  were 
injured  while  jogging;  and  a  few  died  of  cardiac  ancst 
Most  people  assumed  exercise  promoted  fitnen  but  &- 
de  scientific  or  medical  evidence  proved  the  point. 

Today,  the  data  are  clear.  Fitncis  resukj  fiom  appro- 
priate personal  Ufcstyles  including  aerobic  exercise, 
stretching,  proper  diet,  adequate  sleep,  stress  control 
and  avoidance  of  smoking,  drugs  and  alcohol.  There  is 
no  simple,  magic  panacea.  The  benefits  result  fiom 
persistent,  long-term  efforts,  and  tliere  are  some  costs 
and  risks  in  the  pnx:ess. 

So  it  is  with  exporting. 

Exporting  is  as  critical  to  corporate  fimess  as  exeidse 
is  to  personal  fitness.  Krms  that  practice  the  discipline 
know  that  e}qx>rting  helps  make  them  vastly  mure 
competitive,  lean  and  healdiy.  They  also  know  that 
successfiil  exporting  is  not  an  isolated  characteristic. 
It  is  imbedded  in  a  larger  corporate  culture  including 
customer-focused  quality,  itmovadve  products  and 
services,  rapid  response  times,  educated  and  motivated 
employees  and  superior  financial  petfonnance. 

Success  in  today's  intensely  competitive  global 
markets  drives  firms  to  adopt  their  best  practices  and 
thereby  improve  their  processes,  culture  and  workforce 
skills.  The  cycle  feeds  itself  in  a  positive  way. 

Data  that  "proves"  these  principles  are  just  emerg- 
ing. Best-in-class  practitioners  already  know  what 
vKxtks  and  are  constamly  striving  to  improve  their 
firms'  fitness.  Corporate  couch  potatoes  will  be  finked 
to  change  their  habits  quickly  or  &ce  the  Conse- 
quences in  the  g}obal  marketplace. 

Donald  M.  Spero 
Prindpal,  Spero  Quality  Strategies 
Pomda  and  former  CEO 
Fusion  Systems  Corporation 
U.S.  Olympic  Team  and  Wodd 
Ctanq^n  Single  Sculler 
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'Your  Argument  and  Sununary  of  the  Evidence  Is 
Interesting,  But  I'm  Still  Not  Fully  Persuaded.' 

Neither  are  we  —  fully  persuaded.  But  we're  persuaded 
enough  as  members  of  a  broad  public  jury  to  convict 
non-exporting  of  neglect,  and  maybe  worse,  which  leads 
us  to  believe  that  there  is  far  more  to  learn  about  the 
real  values  of  exporting. 

Areas  for  Future  Research 

•  The  degree  to  which  export  commitment  has  a 
unique,  independent  influence  on  workplace  and 
corporate  performance  needs  more  study.  To 
what  extent  does  it  stand  alone  as  a  "driver"  of 
performance,  rather  than  as  part  of  a  family  of 
competitive  commitments  to  technology?  This 
is  the  not-fully-resolved  question  of  circumstan- 
tial evidence  discussed  earlier. 

•  Surprisingly,  export  commitment  seems  to  mat- 
ter more  than  export  intensity.  But  this  conclu- 
sion is  also  somewhat  provisional.  The  data  on 
which  it  is  based"  show  most  plants  heavily  con- 
centrated around  5  percent  export/sales  ratios, 
with  relatively  sparse  plants  with  lower  or  higher 
export  dependence.  Thus,  a  fairer  conclusion 
might  be  that  the  jury  is  still  out  on  whether 
heavy  exporters  are  different  fiom  small  or  mod- 
est exporters;  there  were  not  enough  data  points 
to  tell.  The  jury  would  be  out  for  similar  reasons 
on  such  related  issues  as  whether  plants  that 
export  many  product  lines  or  plants  that  export 
to  many  rutional  markets  are  different  Gx)m 
plants  that  export  only  a  few  products  to  only  a 
few  traditional  customers. 

•  None  of  the  new  evidence  examines  the  impact 


of  exporting  on  plants  and  firms  together  in  the 
case  of  multi-plant  firms.  So  far,  all  statistical 
research,  and  all  stories  that  we  could  discover, 
explore  the  impact  of  export  links  on  plants  or 
on  firms,  but  not  on  both.  This  can  sometimes 
be  misleading.   For  example,  one  factor  con- 
tributing to  the  plant-level  volatihty  of  export 
sales  in  Bernard  and  Jensen  (1995)  is  presumably 
that  a  firm  sometmies  changed  its  own  plant 
sourcing  of  its  exports.  Such  plant-level  sourcing 
shifts  may  have  Uttle  effect  on  any  worker  or 
community,  assuming  domestic  business  shiib 
correspondingly. 

•  The  (weak)  evidence  su^esting  that  exporting 
plants  remain  in  production  more  predictably 
than  non-exporting  plants  needs  to  tested  over  a 
different  period  of  rime  than  the  strong-dollar 
period  fiom  which  it  sprang. 

•  The  focus  on  plant-level  data  and  surveys  is  not 
easily  adaptable  to  growing  U.S.  exports  of 
services.  Measuring  exports  of  services  is  far 
harder  than  measuring  for  merchandise.  Nor  is 
it  clear  that  services  exports  should  be  expected 
necessarily  to  have  the  same  impact  on  jobs, 
innovation  or  growth  as  goods  exports. 

•  The  lack  of  information  about  services  exports 
illustrates  the  genera)  need  for  more  surveys, 
samples,  stories  and  statistics  about  exporting. 

In  short,  we  don't  have  all  the  answers  to  the  questions 
about  exporting  and  what  it  means  to  corporate  opera- 
tions, worken,  local  communities  and  the  U.S.  economy 
overall.  We  hope  that  this  study  stimulates  both  the 
curiosity  and  the  financial  support  for  such  an  endeavor. 


^^  Bcnuid  and  Jcmoi  (1995).  Smmidais  (1995). 
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Exports  Do  Matter 


New  evidence  allows  for  better  undentanding  of  the 
economics  of  export  reliance. 

Several  Surprising  Conclusions 
Emerge  From  This  Study 

•  Benefits  fiom  export  reliance  are  widespread. 
They  are  not  captured  by  a  narrow  set  of  corpo- 
rate elites,  but  touch  everyone. 

•  Workers  in  exporting  plants  and  firms  are  paid 
better  and  have  higher  productivity.  They  are 
exposed  to  greater  complementary  capital,  more 
advanced  technologies  and  more  opportumties 
for  skill-upgrading  than  are  available  elsewhere. 

•  Small  firms,  small  exporters  and  their  workers 
seem  to  enjoy  the  same  advantages,  proportionally, 
as  their  large  counterparts.  To  export  or  not  to 
export  seems  to  be  a  mote  important  question 
dian  whether  to  export  big  or  small,  or  to 


export  more  or  less  intensely.  Though  the  vol- 
ume of  exports  is  concentrated  on  a  few  large 
firms,  the  values  of  exporting  are  difiiise  and 
widely  available.  When  multiplied  by  the  large 
number  of  small  exporters,  their  total  share  of 
the  values  of  exporting  is  not  small  at  all. 
•  Indicators  of  growth,  dynamism  and  adaptability 
are  stronger  for  exporters  than  for  non-exporters, 
but  certain  types  of  costs  and  risk  ate  greater,  too. 
On  balance,  exporters'  subility  and  survivability 
seem  higher,  though  the  evidence  is  not  definitive. 

Thou^  the  evidence  is  not  definitive  on  several  other 
issues  either,*  and,  as  always,  one  can  interpret  the  data 
in  several  ways,  the  general  conclusion  of  this  study  is 
that  a  commitment  to  exporting  has  more  real  value  to 
more  real  people  than  is  commonly  appreciated. 

Exports  really  matter. 
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National  Association 
of  Manufacturers 


July  18,  1995 

Jerry  Jssinonvaki 


Presiaenr 


The  Honorable  Bob  Livingston 

Chairman 

Committee  on  Appropriations 

U.S.  House  of  Representatives 

H-218  Capitol  Building 

Washington,  DC  20515-6015 

Dear  Mr.  Chairman: 

The  House  Appropriations  Committee  will  soon  take  up  the  FY96  budget  for  the 
Department  of  Commerce  (DoC).    The  subcommittee  having  jurisdiction  over  this  matter  has 
already  reported  legislation  which,  while  reducing  DoC's  aimual  budget  by  over  $700 
million,  retains  a  significant  level  of  funding  for  those  core  trade  and  export- related  activities 
we  believe  are  of  critical  importance  to  the  nation's  future  growth  and  prosperity. 
Recognizing  the  overarching  need  to  balance  the  federal  budget  while  making  government 
less  costly  and  more  effective,  we  support  the  type  of  balanced  approach  taken  by  the 
subcommittee. 

Exports  in  particular  play  a  major  role  in  stimulating  job  growth  and  increased  living 
standards.    In  recent  years,  30%  to  40%  of  GNP  growth  has  been  export-related.    Moreover, 
a  new  study  has  shown  that  employees  of  exporting  firms  earn  more,  have  better  benefits  and 
are  more  productive  than  those  of  non-exporting  firms.    In  addition  to  creating  high-quality 
jobs,  further  expansion  of  exports  is  the  only  viable  way  to  reduce  our  trade  deficit. 
Consequently,  we  must  continue  to  place  the  highest  priority  on  improving  international 
competitiveness  and  expanding  exports. 

Among  the  functions  we  find  deserving  of  continued  priority  status  are:    the  conduct 
of,  and/or  support  for,  international  trade  negotiations;  administration  of  export  controls, 
including  both  licensing  and  enforcement;  administration  of  U.S.  import  laws;  and 
appropriate  export  promotion  activities. 

We  agree  with  Peter  Drucker's  observation  that  the  U.S.  government  should  be  giving 
"primacy  to  the  country's  competitive  position  in  an  increasingly  competitive  world 
economy. "   This  means,  in  our  view,  retaining  those  trade  and  export-related  functions  now 
housed  in  the  DoC  in  a  single  office  or  agency  headed  by  a  cabinet-level  official  whose 
primary  focus  is  on  international  trade,  not  foreign  relations  or  government  fmance. 

Thus,  if  -  as  has  been  proposed  -  the  DoC  is  to  be  dismantled,  we  would  oppose  the 
scattering  of  its  trade  and  export-related  functions  across  multiple  agencies  and  departments. 
Further,  such  a  process  cannot  rationally  be  completed  in  the  upcoming  year  nor  can  it  be 
accomplished  through  the  appropriations  process.    We  therefore  would  support  the  creation 
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of  a  commission  with  a  government-wide  focus  to  recommend  a  timely  schedule  for  the 
establishment  of  streamlined  and  efficient  structures  to  house  those  essential  functions  of  not 
only  the  DoC  but  also  of  other  departments  and  agencies  having  functions  relevant  to  global 
competitiveness.    We  are  eager  to  help  by  providing  management  and  organizational 
expertise  that  would  be  useful  in  this  important  endeavor. 

The  effort  to  bring  the  federal  budget  into  balance  by  reducing  the  size  of  government 
is  one  we  strongly  support.    We  fed  equally  strongly,  however,  that  the  goal  of  such 
reduction  should  be  a  government  that  can  deal  effectively  with  the  demands  of  a  21st 
century  global  economy. 

Best  regards, 


J^rryi 
I        Presio 
^^-'^ational  Association 
of  Manufacturers 
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B-261618 
June  26,  1995 


The  Honorable  Donald  A.  Manzullo 

Chairman 

Subconunlttee  on  Procurement,  Exports, 

and  Business  Opportunities 
Committee  on  Small  Business 
House  of  Representatives 

Dear  Mr.  Chairman: 

As  Congress  considers  how  to  downsize  the  federal 
government,  many  of  the  proposals  being  reviewed  would 
involve  terminating  federal  functions  and  agencies. 
Several  proposals  would  abolish  the  Department  of  Commerce 
and,  in  the  process,  eliminate  some  of  its  component  parts 
and  relocate  others  to  various  parts  of  the  government. 
Abolishing  the  Commerce  Department  would  have  significant 
implications  for  the  operations  of  the  federal  government's 
trade  programs  and  responsibilities,  even  if  all  of 
Commerce's  trade  operations  were  to  be  removed  to  other 
agencies. 

You  asked  us  to  provide  some  insights  into  how  Congress 
could  consolidate  federal  trade  activities  were  the 
Commerce  Department  to  be  abolished.   This  letter  responds 
to  your  request  by  (1)  reviewing  the  role  that  Commerce 
plays  in  trade,  (2)  discussing  two  past  efforts  to 
reorganize  federal  trade  activities  and  their  implications 
for  today's  debate,  (3)  commenting  on  some  of  the  proposals 
that  have  been  made  for  reorganizing  Commerce's  trade 
functions,  and  (4)  presenting  some  principles  that  Congress 
may  wish  to  use  to  guide  it  in  this  debate. 

This  letter  is  based  on  more  than  a  decade  of  GAO  work 
covering  a  wide  variety  of  trade-related  issues.   These 
involved  export  promotion,  including  the  programs  of  the 
Commerce  Department  and  the  U.S.  Department  of  Agriculture 
(USDA);  major  trade  negotiations  and  agreements,  such  as 
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the  North  American  Free  Trade  Agreement  (NAFTA)  and  the 
General  Agreement  on  Tariffs  and  Trade  (GATT);  trade 
regulation,  including  antidumping  and  countervailing  duty 
matters;  and  other  issues.   Because  this  letter  is  based  on 
prior  work,  we  did  not  obtain  agency  comments. 

COMMERCE'S  ROLE  IN  FEDERAL  TRADE  ACTIVITIES 

The  Commerce  Department  is  a  major  participant  in  many  of 
the  federal  government's  trade  activities.   (See  enclosure 
for  a  listing  of  federal  trade  functions.)   Specifically, 
Commerce  plays  a  significant  role  in  trade  policymaking  and 
negotiating,  export  promotion,  trade  regulation,  and  trade 
data  collection  and  analysis. 

The  Commerce  Department  is  at  the  center  of  federal  efforts 
to  promote  exports.   The  Secretary  of  Commerce  chairs  the 
Trade  Promotion  Coordinating  Committee  (TPCC),  an 
interagency  group  that  is  responsible  for  developing  and 
coordinating  U.S.  export  promotion  programs.   This  strategy 
aims  to  rationalize  the  federal  government's  $3.3  billion 
in  federal  export  promotion  expenditures,  which  include 
efforts  to  provide  export  financing;  export-related 
information;  and  export  "facilitation"  services,  such  as 
business  counseling  and  training. 

Three  agencies  represented  over  90  percent  of  federal 
spending  on  export  promotion  in  fiscal  year  1994.   USDA 
spent  most  of  these  funds,  about  $2  billion.   USDA  provides 
both  export  information  and  export  facilitation  services, 
as  well  as  financing  to  exporters  of  agricultural  products. 
The  Export- Import  Bank  of  the  United  States  (Eximbank) 
spent  about  $774  million,  on  export  loans,  guarantees,  and 
insurance.   The  Commerce  Department  spent  about  $233 
million.   Most  of  this  was  expended  by  Commerce's 
International  Trade  Administration  (ITA).  Three  of  the 
four  organizational  units  of  ITA--the  U.S.  Commercial 
Service  (USCS),*  International  Economic  Policy  (IEP--the 
"country  desks"),  and  Trade  Development  (TD--the  "industry 
desks") — provide  a  range  of  export  information  and  export 


^Formerly  the  U.S.  6  Foreign  Commercial  Service. 

2  GAO/GGD-95-195R  Commerce's  Trade  Functions 


154 


B-261618 


facilitation  services  for  exporters  of  manufactured  goods 
and  services.^  Commerce  has  no  authority  to  finance 
exports.  Other  federal  organizations  have  smaller  export 
promotion  progreuns:  the  Trade  and  Development  Agency;  the 
U.S.  Information  Agency;  the  Small  Business  Administration; 
the  Overseas  Private  Investment  Corporation  (OPIC);  and  the 
Departments  of  State,  Transportation,  Energy,  Labor,  and 
the  Treasury. 

Commerce  also  participates  in  coordinating,  formulating, 
and  implementing  U.S.  trade  policy.   Much  of  U.S.  trade 
policy  is  developed  through  a  decision-making  mechanism 
comprised  of  several  interlocking  interagency  committees 
and  related  subcommittees,  chaired  by  the  U.S.  Trade 
Representative  (USTR);  and  a  large  number  of  advisory 
committees  composed  of  business,  labor,  and  other 
representatives  of  the  private  sector.   Commerce  staff  play 
important  roles  on  the  cabinet-level  Trade  Policy 
Committee,  sub-cabinet-level  Trade  Policy  Review  Group,  and 
staff-level  Trade  Policy  Staff  Committee.   Also,  ITA  staff 
provide  much  of  the  information  and  analysis  that  support 
the  formulation  of  trade  policy  and  U.S.  strategies  for 
trade  negotiations.   For  example,  USTR  relied  heavily  on 
Commerce's  country  desk  officers  to  provide  region-specific 
policy  analysis  support  for  NAFTA.   These  staff  also 
participate  in  some  negotiations,  coordinate  with  the 
private  sector  advisory  committees,  and  help  to  monitor 
other  countries'  compliance  with  trade  agreements. 

Commerce  has  major  responsibilities  in  trade  regulation  as 
well.   Commerce  shares  export  control  licensing 
responsibility  with  the  State  Department.   Commerce's 
Bureau  of  Export  Administratiori  (BXA)  licenses  the  export 
of  civilian  products  that  may  have  military  applications 
(so-called  "dual  use"  goods),  while  the  State  Department 
licenses  the  export  of  military  goods.  For  dual  use  items, 
Commerce  is  responsible  for  receiving  applications, 
referring  them  to  other  agencies  when  appropriate  (such  as 


^Although  it  is  not  a  part  of  ITA,  Commerce's  U.S.  Travel 
and  Tourism  Administration  is  involved  in  another  type  of 
export  promotion  activity — promoting  foreign  tourism  in  the 
United  States. 
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the  Departments  of  Defense  and  Energy) ,  receiving  advice 
back  from  them,  and  conducting  dispute  resolution 
procedures  if  there  is  no  consensus.   Disagreements  between 
agencies  on  export  control  issues  are  to  be  dealt  with 
through  an  interagency  process . 

Commerce  shares  responsibility  with  the  International  Trade 
Commission  (ITC)  for  administering  countervailing  duty  and 
antidumping  laws.   The  U.S.  government  can  place  an 
additional  duty  on  imports  of  goods  that  are  being  unfairly 
subsidized  or  "dumped"  (i.e.,  unfairly  sold  below  market 
prices)  in  the  United  States  to  the  detriment  of  U.S. 
firms.   ITA's  Import  Administration  (lA)  unit  is 
responsible  for  making  these  determinations.   In  a  parallel 
proceeding,  ITC  is  to  determine  whether  injury  or  the 
threat  of  injury  has  occurred  to  U.S.  firms  as  a  result  of 
the  subsidies  or  dumping.   If  subsidization  or  dumping  and 
injury  exist,  then  duties  are  to  be  imposed  on  the 
importers.   Commerce's  lA  unit  also  administers  other 
import  programs,  such  as  those  under  the  machine  tool  and 
semiconductor  agreements  with  Japan. 

Several  organizations  in  the  Commerce  Department  collect, 
analyze,  and  disseminate  trade  or  international  investment 
data.   The  Census  Bureau  compiles  current  statistics  on 
exports,  imports,  and  shipping.   Census  also  prepares  and 
analyzes  estimates  of  U.S.  direct  investment  abroad  and 
foreign  direct  investment  in  the  United  States.   Commerce's 
National  Technical  Information  Service  and  Bureau  of 
Economic  Analysis  also  work  with  trade  data. 

TWO  PAST  EFFORTS  TO  REORGANIZE  AND  REFOCUS 
TRADE  FUNCTIONS 

There  have  been  two  efforts  made  In  the  last  15  years  to 
reorganize  and/or  refocus  federal  trade  functions.   The 
experience  with  these  efforts  is  relevant  for  today's 
debate  on  rearranging  these  activities.  The  first  effort, 
in  1980,  was  a  major  restructuring  involving  the  trade 
policymaking,  export  promotion,  and  trade  regulation 
bureaucracies.  The  other  endeavor,  in  1992,  was  an  attempt 
to  sharpen  the  strategic  focus  of  federal  export  promotion 
efforts  without  resorting  to  a  reorganization. 
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1980  Trade  Reorganization 

During  the  latter  part  of  the  1970s,  the  U.S.  business 
community  expressed  concern  about  the  Implementation  of 
specific  federal  trade  functions.   One  concern  was  over  the 
quality  of  the  State  Department's  commercial  activities 
overseas.   Until  1980,  the  State  Department  had  primary 
responsibility  for  this  function.   State  Department 
commercial  officers  at  U.S.  embassies  Implemented  programs 
that  the  Commerce  Department  In  Washington,  D.C.,  designed, 
managed,  and  offered  to  U.S.  businesses  nationwide. 

However,  as  we  reported  In  1982,'  when  State  had  primary 
responsibility  for  commercial  work  abroad  the  agency 
accorded  it  a  very  low  priority,  as  compared  with  foreign 
policy,  economic,  and  consular  work.   The  State  Department 
devoted  fewer  resources  to  commercial  activities  than  to 
other  functions  and  failed  to  recruit  employees  with  strong 
commercial  experience.   State  Department  employees 
performing  commercial  work  suffered  from  low  career  status 
and  fewer  promotions  and  were  often  encouraged  to  work  on 
noncommercial  affairs  that  State  considered  to  be  higher 
priority  matters.   The  State  Department's  disinterest 
resulted  in  poor  commercial  service  for  U.S.  businesses. 

At  the  same  time,  the  U.S.  business  community  and  some 
Members  of  Congress  questioned  the  ability  of  State's 
commercial  officers  to  vigorously  monitor  and  enforce 
foreign  government  compliance  with  agreements  resulting 
from  the  Tokyo  Round  of  multilateral  trade  negotiations 
under  GATT.*  They  expressed  concern  about  potential 
conflicts  of  responsibility  inherent  in  having  State 
monitor  foreign  government  compliance  with  trade  agreements 
as  well  as  maintain  diplomatic  relations  with  these 
governments .   They  also  maintained  that  the  Treasury 


'Problems  Hamper  Foreign  Commercial  Service's  Progress 
(GAO/ID-83-10,  Oct.  18,  1982). 

*See  The  International  Agreement  on  Government  Procurement; 
An  Assessment  of  Its  Commercial  Value  and  U.S.  Government 
Implementation  (GAO/NSIAD-84-117,  July  16,  1984). 
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Department,  which  at  the  time  administered  U.S.  antidumping 
and  countervailing  duty  laws,  was  not,  in  practice, 
fulfilling  these  responsibilities. 

Also,  there  were  concerns  that  the  Office  of  the  Special 
Trade  Representative,  as  USTR  was  then  known,  did  not  have 
sufficient  authority  over  trade  policymaking  within  the 
government  to  function  effectively  in  all  international 
trade-related  negotiations.   At  the  time,  for  example,  the 
State  Department  had  primary  responsibility  for  several 
areas  of  trade  negotiations,  including  commodity  and 
East/West  trade  negotiations. 

Consequently,  Congress  included  in  the  Trade  Agreements  Act 
of  1979  (P.L.  96-39)  a  provision  requiring  the  President  to 
submit  a  proposal  to  reorganize  the  federal  trade 
bureaucracy.   The  reorganization  was  to  result  in  the 
upgrading  of  commercial  programs  and  commercial  attaches 
overseas  to  ensure  that  U.S.  trading  partners  were  meeting 
their  trade  agreement  obligations.   The  act  also  required 
the  President  to  "consider"  strengthening  the  coordination 
and  functional  responsibilities  of  the  Special  Trade 
Representative's  Office.   The  administration  responded  with 
Reorganization  Plan  No.  3  of  1979. 

The  Administration's  Plan  Reorganized 
Multiple  Trade  Functions 

Reorganization  Plan  No.  3  made  three  major  changes  to  the 
structure  and  functioning  of  the  federal  trade  bureaucracy. 
First,  it  transferred  from  the  State  Department  to  the 
Commerce  Department  primary  responsibility  for  overseas 
commercial  work.   Second,  it  moved  responsibility  for 
administering  antidumping  and  countervailing  duty  laws  from 
the  Treasury  Department  to  Commerce.   Third,  the  plan 
renamed  the  Office  of  the  Special  Trade  Representative  the 
Office  of  the  U.S.  Trade  Representative,  and  enhanced  its 
status.  Under  the  plan,  USTR  was  made  responsible  for 
developing  and  coordinating  U.S.  international  trade 
policy,  including  commodity  and  trade-related  Investment 
matters.   The  plan  further  provided  that  USTR  should  have 
lead  responsibility  for  conducting  international  trade 
negotiations,  including  representing  the  United  States  in 
GATT  matters,  trade  and  commodity  matters  considered  in  the 
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Organization  for  Economic  Cooperation  and  Development  and 
the  United  Nations  Conference  on  Trade  and  Development,  and 
East-West  trade  negotiations.   Moreover,  the  plan 
designated  USTR  as  the  principal  adviser  to  the  President 
on  International  trade  policy,  as  vice  chairman  of  OPIC, 
and  as  a  nonvoting  member  of  the  Board  of  Directors  of  the 
Exlmbank. 

1992  Creation  of  the  Trade  Promotion 
Coordinating  Committee 

Twelve  years  after  the  1980  reorganization.  Congress  acted 
to  change  the  operations  of  one  of  the  government's  trade 
functions.   However,  the  concerns  Involved  only  one  trade 
functlon--export  promotlon--and  the  solution  that  was 
attempted  stopped  short  of  a  major  reorganization. 

Congressional  concerns  in  this  area  were  sparked,  in  part, 
by  a  January  1992  GAO  report.'  This  report  said  that 
federal  export  promotion  activities  were  fragmented  among 
numerous  agencies  and  lacked  any  governmentwide  strategy  or 
priorities.   The  report,  and  subsequent  GAO  work,  found 
that  this  fragmentation  resulted  in  inefficiency,  overlap, 
duplication,  and  apparent  funding  anomalies  that  increased 
costs  and  undermined  the  potential  success  of  export 
promotion  activities.   For  exeunple,  we  found  that  in  fiscal 
year  1991  almost  75  percent  of  export  promotion  funds  went 
to  USDA,  even  though  agricultural  exports  accounted  for 
only  about  10  percent  of  U.S.  exports.   Also,  three  federal 
agencies  maintained  separate  networks  of  field  offices  that 
provided  export  assistance,  which  likely  confused  and 
discouraged  some  U.S.  firms  from  seeking  such  assistance. 

The  Export  Enhancement  Act  of  1992 

In  October  1992,  Congress  acted  to  correct  this  situation. 
Title  II  of  the  Export  Enhancement  Act  of  1992  (P.L.  102- 
429)  statutorily  authorized  the  TPCC  and  required  it  to 
issue  an  annual  report  containing  "a  governmentwide 
strategic  plan  for  federal  trade  promotion  efforts"  and 


*See  Export  Promotion;  Federal  Programs  Lack  Organizational 
and  Funding  Cohesiveness  (GAO/NSIAD-92-49,  Jan.  10,  1992). 
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describing  the  plan's  implementation.   The  act  mandated 
that  this  strategy  be  based  on  a  set  of  governmentwide 
priorities  and  include  a  unified  budget  proposal  that 
reflected  those  priorities. 

Both  Efforts  Addressed  Specific  Problems 
Through  a  Minimally  Disruptive  Approach 

Both  the  1980  and  1992  efforts  addressed  specific  problems 
with  the  trade  bureaucracy  in  a  minimally  disruptive  way. 
The  1980  reorganization  represented  a  compromise  between 
those  who  wanted  to  create  a  cabinet-level  Department  of 
Trade  and  those  who  believed  that  no  such  reorganization 
was  needed.   Participants  debated  whether  creation  of  a  new 
cabinet  agency  was  necessary  to  highlight  and  symbolize  the 
importance  of  trade  to  the  United  States  and  strengthen  the 
management  of  trade  activities  or  whether  such  a  department 
would  only  lead  to  more  protectionist  trade  policies.   It 
was  left  to  the  administration  to  devise  a  new  bureaucratic 
structure  that  would  realize  the  objectives  of  the  Trade 
Agreements  Act  of  1979. 

Similarly,  the  1992  statutory  authorization  of  TPCC  and  the 
requirement  that  it  develop  a  governmentwide  strategy  for 
export  promotion  represented  an  attempt  to  find  a  minimally 
disruptive  solution  to  the  problems  caused  by  this 
function's  organizational  fragmentation.   The  Export 
Enhancement  Act  did  not  require  the  administration  to 
reorganize,  or  to  consider  reorganizing,  the  export 
promotion  function.  A  key  issue,  therefore,  was  whether, 
with  such  a  mandate,  TPCC  could  overcome  interagency 
disagreements  over  priorities  and  funding  requirements  and 
bring  a  true  strategic  focus  to  the  federal  export 
promotion  effort. 

COMMENTS  ON  PROPOSALS  TO  REORGANIZE 
COMMERCE'S  TRADE  OPERATIONS 

Proposals  calling  for  the  elimination  of  the  Commerce 
Department  provide  Congress  and  the  administration  with 
both  an  opportunity  and  a  challenge.  The  opportunity  lies 
in  the  ability  to  take  a  fresh  look  at  all  of  the 
government's  trade  programs  and  activities.   The  challenge 
is  to  determine  if  the  programs  and  activities  can  be 
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better  organized  In  a  manner  that  does  not  harm  the 
government's  ability  to  carry  out  necessary  functions  and 
permits  congressionally  mandated  policy  goals  to  be 
achieved  in  a  more  administratively  efficient  manner. 

Trade  Policy  Functions 

Formulating  trade  policy  and  negotiating  trade  agreements 
are  core  international  functions  of  the  federal  government. 
Any  reorganization  of  Commerce's  trade  apparatus  needs  to 
be  sensitive  to  how  it  might  affect  the  government's 
abilities  to  carry  out  these  activities. 

We  are  concerned  that  one  proposal,  contained  in  the 
Department  of  Commerce  Dismantling  Act  (H.R.  1756,  104th 
Cong.),  could  have  a  deleterious  impact  on  trade 
policymaking  and  negotiating.   This  proposal  would 
eliminate  ITA's  country  and  industry  desks.   We  are 
concerned  that  eliminating  these  offices — lEP  and  TD--would 
deprive  USTR  of  much  of  the  analytic  support  that  it  needs 
to  formulate  trade  policy  and  negotiating  strategies  for 
trade  agreements.   Presently  USTR  has  fewer  than  170 
people.   If  it  remains  this  size,  it  will  need  to  continue 
to  rely  on  others  for  this  support.   lEP  and  TD  staff 
devote  nearly  one-half  of  their  time  to  supporting  trade 
policy  activities,  according  to  a  1993  report  by  Commerce's 
Inspector  General.'  Were  these  two  organizations  to  be 
abolished,  it  is  not  clear  who  would  be  able  to  perform 
this  work,  including  the  work  that  may  be  required  for 
future  trade  negotiations,  such  as  expanding  NAFTA  to  other 
Latin  American  countries. 

Others  have  proposed  transferring  the  overseas  component  of 
uses  to  the  S^ate  Department.   This  could  affect  the 
government's  ability  to  monitor  and  enforce  other 
countries'  compliance  with  trade  agreements.  USCS  staff 


'Assessment  of  Commerce's  Efforts  in  Helping  U.S.  Firms 
Meet  the  Export  Challenges  of  the  19903.  U.S.  Department  of 
Commerce,  Office  of  Inspector  General,  IRM-4523 
(Washington,  D.C.:  U.S.  Government  Printing  Office,  Mar. 
17,  1993),  pp.  31-7. 
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overseas,  In  particular,  help  with  this  monitoring. 
However,  as  in  1980,  a  concern  may  be  raised  that  State 
would  experience  a  conflict  of  responsibility  between 
maintaining  good  diplomatic  relations  and  monitoring 
foreign  government  compliance  with  trade  agreements. 

Export  Promotion 

Last  month  we  testified  before  this  Subcommittee  on  the 
rationales  that  generally  are  used  to  justify  export 
promotion  programs.'  We  said  that  there  is  no  definitive 
empirical  work  that  demonstrates  unequivocally  the  net 
impact  on  the  nation — positive  or  negative — of  these 
programs.   Consequently,  debates  over  government  assistance 
to  exporting  rely  heavily  on  qualitative  argtiments. 

Proponents  have  justified  export  promotion  activities  using 
microeconomic  and  trade  policy  arguments.   For  example, 
ITA's  export  facilitation  and  information  services  have 
been  justified  by  reference  to  "market  failures,"  which  can 
occur  when  certain  key  conditions  in  markets  are  not  met. 
One  such  market  failure  can  occur  if  U.S.  producers  of 
competitive  products  do  not  export  because  they  lack 
information  about  foreign  markets  and  lack  the  economies  of 
scale  to  justify  expenditures  for  such  information.   ITA 
has  programs  to  collect  and  distribute  commercially 
valuable  information  on  foreign  markets  that  the  private 
sector  may  not  otherwise  be  able  to  acquire. 

Similarly,  proponents  also  use  trade  policy  arguments  to 
make  a  case  for  U.S.  government  "advocacy"  efforts. 
Advocacy  refers  to  U.S.  government  representation  on  behalf 
of  a  U.S.  firm  competing  for  a  potential  foreign  sale.   To 
the  extent  that  U.S.  officials  can  counter  the  advocacy  of 
foreign  government  officials,  U.S.  firms  with  competitive 
products  can  be  made  better  off  by  such  efforts.   TPCC 
maintains  an  advocacy  center  in  the  Commerce  Department  to 


'See  Export  Promotion;  Rationales  for  and  Against 
Government  Programs  and  Expenditures  (GAO/T-GGD-95-169,  May 
23,  1995). 
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identify  circumstances  when  high-level  advocacy  is 
appropriate  and  to  initiate  such  advocacy. 

Because  Commerce  is  the  lead  agency  for  export  promotion, 
proposals  to  eliminate  the  Commerce  Department  would  have  a 
major  effect  on  this  function.   Thus,  were  Commerce  to  be 
abolished.  Congress  would  need  to  consider  who,  if  anyone, 
should  chair  and  provide  leadership  for  TPCC. 

Proposals  to  relocate  Commerce's  USCS  also  could  have  major 
consequences  for  export  promotion.   H.R.  1756  would  move 
the  foreign  operations  of  USCS  to  USTR.   Although  this 
might  result  in  better  integration  of  export  promotion  with 
trade  policy,  it  would  be  important  to  consider  whether 
USTR  has  the  resources  to  manage  USCS.   In  addition  to 
having  fewer  than  170  staff,  USTR  has  a  minimal 
administrative  support  system.   Overseas,  USCS  employs  in  a 
hierarchical  structure  about  800  foreign  commercial  and 
foreign  national  employees  in  over  130  markets.   Managing 
this  network  is  a  complex  logistical  responsibility, 
especially  considering  that  the  foreign  commercial  staff 
tend  to  relocate  every  few  years.   In  our  1982  report,'  we 
found  that  the  Commerce  Department,  with  considerably 
greater  administrative  capability  than  USTR,  experienced 
great  difficulty  administering  the  newly  created  Foreign 
Commercial  Service. 

In  addition,  by  eliminating  ITA's  industry  and  country  desk 
staff,  as  well  as  the  domestic  component  of  USCS,  H.R.  1756 
would  abolish  staff  who  provide  much  of  the  tasking  for 
USCS  officials  stationed  overseas.   These  industry  and 
country  experts  and  domestic  office  staff  help  organize  and 
recruit  companies  for  overseas  trade  missions  and  trade 
fairs.   USCS  officials  abroad  help  support  the  firms' 
participation  in  these  events.   In  addition,  these  Commerce 
staff  in  the  United  States  refer  many  companies  to  overseas 
USCS  officials  for  expert  advice  and  help  arrange 
itineraries  for  overseas  business  travel. 


'GAO/ID-83-10. 
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Compared  to  transferring  USCS  to  USTR,  relocating  it  to  the 
State  Department  would  not  present  such  an  obvious 
management  challenge.   Furthermore,  doing  so  could  infuse  a 
mere  commercial  orientation  into  State.   On  the  other  hand, 
such  a  move  could  cause  the  export  promotion  mission  to  be 
subordinated  to  other  foreign  policy  priorities,  as  was  the 
case  before  commercial  work  was  transferred  from  State  to 
Commerce  just  15  years  ago. 

Reorganizing  Trade  Regulation 

Currently,  most  of  Commerce's  trade  regulation  functions 
are  mandated  by  law.   This  includes  licensing  the  export  of 
dual  use  goods  and  administering  countervailing  duties, 
antidumping  investigations,  and  other  import  programs. 
Therefore,  the  government  will  need  to  retain  the  capacity 
to  carry  out  Commerce's  trade  regulation  activities  as  long 
as  those  laws  apply . 

The  Department  of  Commerce  Dismantling  Act  would  split 
Commerce's  trade  regulation  activities  among  several 
government  agencies.   Commerce's  export-licensing  authority 
would  transfer  to  the  State  Department,  thus  consolidating 
all  export-licensing  authority  in  one  agency.  BXA's 
enforcement  operations  would  go  to  the  Treasury 
Department's  Customs  Service,  further  centralizing  those 
activities.   H.R.  1756  would  move  Commerce's  import 
administration  unit  to  USTR. 

Administering  the  export  licensing  of  dual  use  commercial 
products  has  always  involved  a  balancing  of  national 
security,  foreign  policy,  and  commercial  interests. 
Therefore,  consideration  should  be  given  to  whether  placing 
licensing  authority  for  such  products  in  the  State 
Department  could  alter  the  necessary  balancing  of 
interests.   Further,  placing  the  import  administration 
function  in  USTR  could  create  a  considerable  administrative 
burden  on  USTR  and  thus  could  harm  the  efficiency  with 
which  the  function  would  be  implemented. 
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PRINCIPLES  FOR  REORGANIZING 
GOVERNMENT 

With  any  government  reorganization,  difficult  decisions 
have  to  be  made  in  terms  of  defining  both  the  appropriate 
role  for  government  and  the  right  organizational  structures 
for  delivering  services  to  the  public.   In  recent 
testimony,  the  Comptroller  General  presented  the  following 
five  principles  that  could  be  used  to  guide  efforts  to 
reorganize  the  government,  based  upon  GAO's  work  across  the 
government.'  These  principles  are  as  follows: 

1.  Reorganization  Demands  an  Integrated  Approach 

The  interconnectedness  of  government  structures  and 
activities  cannot  be  underestimated.   Reorganizations  that 
do  not  consider  the  broader  picture  could  create  new, 
unintended  consequences  for  the  future.   For  this  reason, 
it  is  important  that  Congress  and  the  administration  form 
an  effective  working  relationship  on  restructuring 
initiatives  and  regulatory  changes. 

2.  Reorganization  Plans  Should  Be  Designed  to  Achieve 
Specific,  Identifiable  Goals 

Reorganization  efforts  can  be  better  served  if  specific 
goals  are  identified.   However,  decisionmakers  may  find  it 
difficult  to  reach  a  shared  understanding  of  the  goals. 
Regardless  of  what  the  specific  objectives  are,  certain 
overarching  goals  should  be  kept  in  mind.   These  would 
include  a  government  that  serves  the  public  efficiently  and 
economically,  one  that  is  run  in  a  business-like  fashion 
with  full  accountability,  and  one  that  is  flexible  enough 
to  respond  to  change. 

3.  Once  the  Goals  Are  Identified,  the  Right  Vehicle(s) 
Must  Be  Chosen  for  Accomplishing  Them 

Discussions  involving  government  reorganization  often 
include  a  debate  about  the  role  of  the  federal  government. 


'Government  Reorganization;  Issues  and  Principles  (GAO/T- 
GGD/AIMD-95-166,  May  17,  1995). 
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Even  when  decisions  are  reached  that  the  government  should 
play  a  role,  questions  will  remain  about  how  that  role 
should  be  exercised.   For  ex<unple,  should  the  government 
act  directly  or  through  another  level  of  government?   If 
the  government  Is  to  act  directly,  should  agencies  or 
departments  be  organized,  for  example,  around  national 
missions  or  around  customers  or  users  of  the  programs? 

4.  Implementation  Is  Critical  to  the  Success  of  any 
Reorganization 

No  matter  what  decisions  are  made  about  how  to  reorganize 
the  government,  fulfilling  the  promise  of  any  new  plan  will 
depend  on  its  implementation.   For  exeunple,  our  work  over 
the  past  decade  has  shown  how  many  federal  agencies  have 
lacked  the  basic  program  and  financial  information  needed 
to  gauge  progress,  improve  performance,  and  establish 
accountability. '"  Moving  to  a  smaller,  more  efficient 
federal  government  that  stresses  accountability  and 
managing  for  results  will  require  better  processes  and 
information  technology. 

5.  Oversight  Is  Needed  to  Ensure  Effective  Implementation 

The  process  of  reorganizing  government  should  not  stop  when 
a  plan  is  adopted.   Although  agencies  will  have  the  primary 
responsibility  for  ensuring  that  their  programs  are  well 
managed  and  any  changes  are  having  their  Intended  results, 
it  is  Important  that  Congress  continue  to  play  a 
significant  role  in  both  its  legislative  and  oversight 
capacities  to  establish,  monitor,  and  maintain  both 
governmentwide  and  agency-specific  management  reforms. 


"See  GAP  High  Risk  Series  (GAO/HR-95-1  through  GAO/HR-95- 
12,  Feb.  1995).   For  examples  of  work  stemming  from  our 
management  reviews,  see  U.S.  Department  of  Agriculture: 
Revitalizing  and  Streamlining  Structure.  Svstems.  and 
Strategies  (GAO/RCED-91-168,  Sept.  3,  1991);  Tax 
Administration;  Opportunities  to  Further  Improve  IRS' 
Business  Review  Process  (GAO/GGD-92-125,  Aug.  12,  1992); 
and  Department  of  Transportation:  Enhancing  Policy  and 
Program  Effectiveness  Through  Improved  Management 
(GAO/RCED-87-3  and  87-3S,  Apr.  13,  1987). 
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CONCLUSIONS 

Federal  trade  functions  are  Important  government 
responsibilities.   The  debate  on  closing  the  Commerce 
Department  presents  an  opportunity  to  revisit  the  issue  of 
how  best  to  organize  trade  responsibilities  and  progreuns 
across  the  government.   The  Comptroller  General's  five 
principles  for  reorganizing  government  can  be  applied  to 
such  an  endeavor. 


If  you  or  your  staff  have  any  questions  concerning  this 
letter,  please  call  me  at  (202)  512-4812.   The  information 
in  this  letter  was  developed  by  John  Hutton,  Assistant 
Director;  Joseph  Natalicchio,  Senior  Evaluator;  and  David 
Genser,  Senior  Evaluator. 

Sincerely  yours, 

Allan  I.  Mendelowitz,  Managing  Director 
International  Trade,  Finance,  and  Competitiveness 
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TRADE -RELATED  FUNCTIONS 
OF  THE  FEDERAL  GOVERNMENT 


One  way  to  categorize  the  federal  government's 
International  trade-related  activities  Is  to  divide  them 
Into  six  groups:  trade  policy,  export  promotion,  trade 
regulation,  trade  and  Investment  data  collection  and 
analysis,  taxation,  and  other  functions. 


1.   Trade  Policy 

Agencies  Involved  Include  the  U.S.  Trade 
Representative;  and  the  Departments  of  Agriculture, 
Commerce,  State,  and  Transportation.   Activities 
Include: 

A.  Working  through  an  Interagency  process  to  formulate 
and  coordinate  International  trade  or  Investment 
policies;  and  coordinating  those  policies  with 
domestic  policies,  and  with  U.S.  business  and 
consumer  Interests  and  state  and  local  governments. 

B.  Negotiating  International  trade  or  International 
Investment  agreements. 

C.  Funding  and  representing  U.S.  Interests  In  trade- 
related  International  organizations. 


2.   Export  Promotion 

Agencies  Involved  Include  the  Departments  of 
Agriculture,  Commerce,  Energy,  and  State;  the  Export- 
Import  Bank  of  the  United  States,  the  Overseas  Private 
Investment  Corporation;  the  Trade  and  Development 
Agency;  and  the  Small  Business  Administration. 
Activities  Include: 

A.  Formulating  and  coordinating  export  promotion 
policy. 
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B.  Combating  foreign  export  subsidies. 

C.  Financing  and  insuring  U.S.  trade  or  U.S. 
Investments  in  other  countries,  or  funding 
feasibility  studies  on  major  infrastructure  and 
development  projects. 

D.  Providing  "trade  facilitation"  services  to  the 
public,  such  as  export  counseling,  foreign  market 
analyses,  or  trade  missions  or  trade  fairs. 

E.  Providing  government -to -government  advocacy  on 
behalf  of  U.S.  businesses. 

F.  Developing  foreign  markets  for  U.S.  goods  and 
services. 

G.  Providing  tourism  promotion  services  and 
formulating  and  coordinating  tourism  policy. 


3.   Trade  and  Investment  Regulation 

Agencies  involved  include  the  Departments  of 
Agriculture,  Commerce,  Defense,  Justice,  Labor,  State, 
and  the  Treasury;  and  the  International  Trade 
Commission.   Activities  include: 

A.  Licensing  and  restricting  exports,  imports,  or 
foreign  investments  in  the  United  States  for 
national  security,  foreign  policy,  or  short  supply 
reasons . 

B.  Inspecting  exports  or  imports  for  health,  safety, 
or  certain  other  reasons . 

C.  Enforcing  U.S.  laws  on  illegal  drugs,  money 
laundering,  counterfeit  goods,  and  other  cross- 
border  activities. 

D.  Enforcing  U.S.  laws  that  seek  to  protect  U.S. 
companies  or  workers  from  "unfair"  or  harmful 
foreign  trade  practices,  such  as  antidumping  and 
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countervailing  duties  laws;  and  providing  financial 
assistance  to  offset  such  harm,  such  as  trade 
adjustment  assistance. 

E.  Enforcing  U.S.  rights  under  trade  agreements  and 
responding  to  certain  foreign  practices  (sees.  301- 
310  of  the  Trade  Act  of  1974,  as  amended.) 

F.  Enforcing  U.S.  antiboycott  laws  and  the  Foreign 
Corrupt  Practices  Act. 

G.  Administering  foreigners'  blocked  assets  in  the 
United  States  or  adjudicating  U.S.  citizens'  claims 
against  foreigners. 

4.  Trade  and  Investment  Data  Collection  and  Analysis 

Agencies  involved  include  the  Departments  of 
Agriculture,  Commerce,  and  the  Treasury;  and  the 
International  Trade  Commission.   Activities  include: 

A.  Documenting  and  tracking  trade  and  investment 
transactions  and  maintaining  U.S.  tariff  schedules. 

B.  Analyzing  or  distributing  trade  and  investment  data 
to  government  decisionmakers  or  to  the  public. 

5.  Taxation 

Agencies  involved  include  the  Department  of  the 
Treasury.   Activities  include: 

A.  Collecting  customs  duties  and  fees. 

B.  Taxing  U.S.  persons  or  corporations  overseas  or 
foreign  persons  or  corporations  that  owe  U.S. 
taxes . 
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6 .   Other  Trade-Related  Functions 

Agencies  Involved  Include  the  Departments  of  Commerce, 
Justice,  State,  and  the  Treasury;  and  the  Federal 
Reserve  System.   Activities  Include: 

A.  Issuing  patents  and  registering  trademarks. 

B.  Developing  and  maintaining  Information  on  U.S. 
product  standards. 

C.  Regulating  the  banking  activities  of  subsidiaries 
of  foreign  companies  In  the  United  States  and 
subsidiaries  of  U.S.  companies  located  abroad. 

D.  Enforcing  U.S.  antitrust  laws  that  affect  U.S. 
companies'  ability  to  trade  or  Invest  abroad. 

E.  Adjudicating  disputes  over  traded  goods;  e.g.,  the 
International  Trade  Commission's  "Section  337" 
cases) . 


Sources :      Budget  of  the  U.S.  Government  for  Fiscal  Year 
1996  (Washington,  D.C.:  U.S.  Government 
Printing  Office,  1995);  Federal  Staff 
Directory  1993/1  (Mount  Vernon,  Virginia: 
Staff  Directories,  Ltd.,  1993);  Export 
Programs:  A  Business  Directory  of  U.S. 
Government  Services.  Trade  Promotion 
Coordinating  Committee  (Washington,  D.C.:  U.S. 
Government  Printing  Office,  1995);  GAO. 
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